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Ellictt & Fry] [London 
SIR ALFRED E, LEWIS 

(Director and Chief General Manager, National Provincial Bank,'Ltd.,"whose 

appointment to the Economic Advisory Council has just been announced.) 





THE BANKER 





A Banker’s Diary 


Mid-January—Mid-February 


THE chief event of the month was the reduction in 
Bank rate from 5 to 4$ per cent. on February 6, a 
change which temporarily put an end to the 
The Money anomalous situation that had existed in the 
Market money market during the early part of the 
year. It will be recalled that in January 
the abundance of money, the steady reduction in the 
volume of Treasury bills, and the keen Continental 
demand for bills of all kinds had forced the market rate 
of discount down to below 4 per cent. This corresponded 
to a margin of over a point between market rate and 
Bank rate, and also meant that brokers were paying 
more for weekly money than they could earn on their 
bills. Such a situation was rapidly becoming intolerable, 
and it was not surprising that the market was calling 
for a lower Bank rate. 


THE Bank, however, had to watch the state of the 
foreign exchanges and the general position abroad, and 
with the dollar moving against the pound, 

The new and with the franc and mark exchanges so 
Bank Rate low that France and Germany could afford 
to buy the week’s supply of Cape gold, a 

reduction in Bank rate seemed inadvisable. Fortunately 
in early February the position changed. On January 30 
the Banque de France’s rate was reduced from 34 to 3 per 
cent., and it was generally understood that foreign 
lending by French houses was to be encouraged. On 
February 4 the Reichsbank followed with a reduction in 
its rate from 6} to 6 per cent., and meanwhile the French 
exchange had risen from 123-90f. to 124-00f., or to well 
inside the lower gold point. Consequently, the Bank of 
England felt justified in reducing its rate to the new level 
of 4} per cent., and its decision received valuable con- 
firmation a few hours later when the New York Reserve 
Bank’s rediscount rate was reduced from 4$ to 4 per cent 
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THE wheel has thus come full circle, and exactly a year 
after its abandonment the 4} per cent. Bank rate has 
been restored. Internationally, money rates 

Full Circle have thus continued their downward trend, 
and it seems difficult to believe that this 

will not have a beneficial effect upon trade and the com- 
modity markets. As regards the money market, para- 
doxically enough the reduction in Bank rate came just 
at the time when the period of easy money reached its 
end. Tax collections had been in progress during the 
last few weeks in January, and by early February were 
making their effects felt. The supply of money suddenly 
dried up, and on the very day on which Bank rate was 
reduced, the market found itself in the Bank. Later on 
money became a little easier, but the Continental demand 
for bills began to fall away, and so discount rates failed 
to respond to the fall in Bank rate, and remained at just 
under 4 per cent. This situation lasted until the end of 
February, when a further decline in discount rates took 
place. 


SEVERAL interesting foreign exchange movements oc- 
curred during the past month. The dollar has, on the 
: whole, moved against the pound, and in the 

Be ll middle of February was barely $4.86}, 
while later the rate fell below $4.86. A 

sharp improvement occurred in sterling against the franc, 
the rate rising from the lower gold point of 123- gof. toover 
par (124-21f.) The reason was supposed to be new French 
lending to Germany, and this equally accounts for the low 
level of the Berlin exchange, which has several times 
been down to the point where, by bidding in the market, 
Germany could secure the week’s supply of South African 
gold. Pesetas were extremely erratic. In the first week 
of February £2,000,000 in gold was shipped to London 
from Spain, half of which incidentally found its way to 
Berlin. This shipment, however, failed to effect any 
improvement in the exchange, which weakened under the 
influence of internal political developments. South 
American exchange remained weak, though loans raised 
in London enabled the Buenos Aires Government to 
continue ‘‘ earmarking ”’ the gold shipped to London by 
them at the end of last year and lodged at the Bank of 
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England. This earmarked gold, of course, is temporarily 
lost to the bank, and eligible as part of the basis of the 
Argentine note issue. Silver prices, which previously had 
fallen to a record low level, have since shown occasional 
signs of recovery, but with a further lapse later in the 
month. 


THREE factors were responsible for the stagnation of the 
Stock Exchange in February, which was reflected in a 
decline of 5 per cent. in ordinary share 

mid baa values. The first factor was psychological, 
February ¢Vety slump in Stock Exchange history 
having been followed by a period of hesi- 

tation before the inevitable rally. The second factor 
was political, the doubts and fears incidental to minority 
Government being decidedly ‘‘ bear points,” while 
budgetary anxieties continued adversely to affect 
investment opinion. The third was’ economic, 
the rapid decline in commodity prices during recent 
months having depressed not merely base metal, 
rubber, tea and oil shares, but the securities of countries 
producing primary materials, such as Brazil, Australia 
and Canada. At home, fears of a recession in manufac- 
turing activity, though still undefined and unconfirmed, 
acted as a brake on industrial and railway security 
values. Gilt-edged prices, on the other hand, benefited 
from the reduced Bank rate. Apart from the sevenfold 
subscription of a short-term India Government loan 
(the terms of which were regarded as distinctly generous), 
numerous smaller trustee issues were received with 
moderate favour, though their price of issue was generally 
high. Signs of reviving interest were intermittently 
evident also in high-grade industrial prior charges, 
with which the market was not always well supplied. 
The immediate outlook, however, remained obscure as 
regards all but the highest-grade securities, and the date of 
eventual recovery cannot as yet be forecast with confidence. 


YIELDs of over g per cent. on British railway stocks are 

calculated to make investors of an earlier generation 

turn in their graves. Though all the 

— four groups of railways have increased 

a4. their distributions this year, prices have 
Dividends ; ; : 

fallen, mainly owing to the existence of 
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numerous investors who, being virtually ‘“ stale bulls,” 
had previously determined to sell out immediately after 
the declaration of dividends. The position is summarized 
in the following table :— 

London, London & 


Midland & North- 
Scottish. Eastern. 


Great 


Westenn. Southern. 


Earned for 

Ordinary 1927 | 4,581 (42%) | 154 (§%*) | 2,927 (7%) |1,964 (2%f) 
Dividend 1928 | 3,432 (34%) | 92 (2%*) | 2,160 (5%) | 2,039 (2%T) 
(Thousand £) (1929 | 4,337 (44%) | 1,825 (3%*) | 3,301 (74%) | 2,193 (24%T) 
and Rate 

Paid (%) 


Present Price & Yield 
per {100 stock .. | 51 (94%) 35 (98*% | 91 (83%) | 31 (82%) 


* Preferred Ordinary. f¢ Deferred Ordinary. 


The market’s pessimistic views are based on the 
possibility that the railway workers may press for the 
reinstatement of the 2} per cent. deducted from wages 
and salaries since August, 1928; that British trade will 
not maintain last year’s level; and that coal traffic 
(which played the largest part in last year’s recovery) 
may be adversely affected by the Coal Mines Bill. Present 
prices, however, do not take full account of the large 
savings still being made in railway expenditure. The 
L.M.S., for instance, has reduced its operating costs in 
the last two years by no less than £3,293,891, apart 
altogether from the 2} per cent. deduction from wages. 
The position of railway stocks would doubtless have 
been far more favourable to-day had the railways been 
less generous in distributing past earnings (and post- 
war reserves) up to the hilt, but the present level of 
values would appear seriously to underestimate the 
future of the railways as indispensable instruments of 
transport in a great industrial country. 


THE reduction in the dividend of Courtaulds—the doyen 
and leader of the world’s artificial silk producers—from 
C Ids’ 22 Pet cent. (tax free) to 10 per cent. (tax 
—_ S free) had been generally anticipated, but 
the decline in profits from £5,171,997 in 
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1928, to £3,743,828 in I929, came as an unwelcome 
surprise to the market. The company attributed the 
reduction to the unsatisfactory state of business in 
Great Britain, but significantly enough, appropriated 
no less than {1,651,856 for writing down its Conti- 
nental industrial investments. Competition in the 
rayon trade is undoubtedly keen, as is evidenced by the 
“cut ’” in output made by the company at its Coventry 
works last month. To some extent the industry is 
suffering from the over-enthusiasm of the company 
promoter two or three years ago, but with its international 
ramifications, strong reserves, and dominance of the 
home market, Courtaulds is well equipped to withstand, 
if necessary, a fairly lengthy period of difficult conditions. 
If the “ war’’ were to proceed to extreme lengths, the 
fable of the dog and the man would probably be found 
applicable to the artificial silk trade. Budgetary fears 
are still exercising the minds of those concerned, but if 
any change is made, it is more likely to take the form of 
an adjustment of the Excise Duty to the level of the 
Import Duty than of the abandonment of both, since 
the latter course would deprive the Chancellor of several 
millions of revenue, which he <an ill afford to lose. 


THE January returns of the nine English clearing banks 
are more representative than those of the preceding 
January month, which were distorted somewhat by 
Clearing money market pveparations for the end of 
Bank the year. At the same time, it took the 
Averages market the first week of January to repay 
the Bank of England its end-of-the-year borrowings, so 
that the January figures in their turn, perhaps, do not 
present an entirely true picture. In these circumstances 
it is advisable to compare them with January, 1929. On 
this basis cash has fallen by 2-8 per cent. from {255-1 to 
£248-o millions, these figures including balances with 
other banks and cheques in course of collection. Deposits 
have fallen by 2-3 per cent. from £1,809-6 to £1,767°5 
millions. The fall of 5-3 per cent. in investments from 
£274°3 to {259-6 millions is roughly equivalent to the 
simultaneous decline in gilt-edged prices, and so it may 
merely represent writings-down by the banks and not 
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actual reductions in the size of these holdings. Advances 
are higher by 1-4 per cent., at {969-1 against {956-1 
millions. The possible causes of this increase have already 
been discussed in THE BANKER. Bills have been reduced 
from {268-0 to {202-9 millions, or by 10-7 per cent. 
Apparently the banks look on their holdings of Treasury 
bills at least in much the same way as call money, 
namely, as assets to be expanded or reduced in con- 
formity with other demands upon their resources. If so, 
this reduction is simply the resultant of other changes. 
There has also been a substantial decline in acceptances 
from {232-4 to {164-4 millions, but part of this is due to 
the change in procedure made last year by the Midland 
Bank, and already mentioned in THE BANKER. Still, 
taking the figures as a whole, there is evidence that some 
slight deflation has occurred during the past twelve 
months, though far less than would explain the simul- 
taneous fall of nearly 10 per cent. in commodity 
prices. 


JUDGED on last year’s basis, the revenue returns are not 
encouraging. By the middle of February last year 
£600 millions had come in, which was equal 

The to 79 per cent. of the year’s final yield of 

Revenue 11: . . 

Returns 475% millions. This year, receipts to the 
same date were £578 millions, and applying 
last year’s percentage of 79 per cent., the final yield 
comes out at £731 millions. As Mr. Churchill budgeted 
this year for {746 millions, there seems a possibility of a 
gap of £15 millions. Of course, the influx of revenue may 
be accelerated during March, but against this it is known 
that pressure was brought to bear upon many income 
tax-payers to pay last January, whereas a year ago they 
were left in peace until March. Again certain items, 
notoriously stamps, will inevitably fall short this year of 
their estimates. Little relief can apparently be looked 
for from expenditure, for both debt and supply services 
are working out this year much the same as last, when 
the estimates were exceeded. In short, the universal 
apprehensions felt over Mr. Snowden’s difficulties, 
and the action their solution may force upon him, are 
my. justified by the current financial year’s results 
to date. 


EE2 
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IN interpreting the January trade returns there are two 
essential points to bear in mind. The first is that 
anuary, 1929, was one of the best months 
gaoeery of the year—the best of all in so far as 
Trade imports were concerned. The second is 
that the past year has witnessed a fall in 
wholesale prices of over nine per cent., and when com- 
paring values allowance must be made for this major 
movement. Thus the fact that between January, 1929, 
and January, 1930, imports have fallen from {116-5 to 
£101-9 millions, British exports from {66-9 to £58:3 
millions, and re-exports from {9-8 to {£8-2 millions 
becomes far less alarming than at first sight it appears. 
In one important respect, namely coal exports, the 1930 
shipments of 5,493,000 tons compare more than favour- 
ably with the 1929 figure of 4,473,000 tons. The remain- 
ing figures are naturally less hopeful, but these are early 
days in which to judge 1930, and so far as these results 
are concerned there is no real ground for undue de- 
spondency. If, of course, February proves another bad 
month, it will be a different story. 


THE composition of this body, in addition to members 
drawn from the Government and its staff, was announced 
by the Prime Minister in the House on 

The February 12th. The membership is a 
—— strong one, but contains one or two obvious 
visory . 
Council gaps. The actual economists on the Council 
are Mr. J. M. Keynes, Mr. G. D. H. Cole 

and Mr. R. H. Tawney, to which might be added, in one 
of his many capacities, that of Sir Josiah Stamp. Trade 
and industry are represented by Sir John Cadman, 
chairman of the Anglo-Persian Oil Company; Sir Arthur 
Balfour, late chairman of the ‘ Balfour ’’ Committee; 
Sir Andrew Duncan, and Sir Josiah Stamp. These last 
two, as directors of the Bank of England, can also claim 
to represent banking, together with two further members, 
namely, Sir Alfred Lewis, chief general manager of the 
National Provincial Bank, and Mr. Ernest Debenham, a 
director of Lloyds Bank. Labour representatives are 
Mr. Ernest Bevin, of the Transport Union, and Mr. W. M. 
Citrine, secretary of the General Council of the Trade 
Union Congress. The list is rounded off by the names of 
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Sir Daniel Hall, one of the foremost agricultural autho- 
rities in the Kingdom, Sir William Hardy, director of the 
Food Investigation Department of Scientific and Indus- 
trial Research, Sir William M’Clintock, the well-known 
chartered accountant, and Mr. W. R. Blair, director of the 
Co-operative Wholesale Society. The list isin many ways 
a strong one, and is drawn up to cover every phase of 
economic activity. The doubt it arouses is lest the 
council is so large and diverse as to prove unwieldy in 
action and also incapable of giving an agreed opinion 
upon many of the questions submitted to it. On matters 
of controversy, for example, many of its members already 
hold decided views. This danger throws all the more 
responsibility upon the staff of the council, and 
fortunately, in Mr. Tom Jones, the secretary, and in 
Mr. A. F. Hemming, Mr. H. D. Henderson, late editor of 
the Nation, Mr. H. V. Hodson, a Fellow of All Souls 
College and a member of the Economist staff, and in 
Mr. C. G. Clark, there is the nucleus of an exceedingly 
strong team. In fact, it is extremely likely that the work 
of a small specialized staff of this calibre will be of greater 
use to the Government and the country than the fruits 
of the deliberations of the council itself. 


GIVING, as it did, the industrialist’s point of view, 
Mr. W. L. Hichen’s paper to the Manchester Statistical 

Society on ‘‘ Rationalization”’ was extremely 

timely. The reader was naturally concerned 

mainly with the questions of the proper way 

to carry out rationalization on the organiza- 
tion side, and with the probable effects upon unemploy- 
ment, but he concluded with a striking passage on the 
financial aspect of the problem. After giving a welcome 
to the Bank of England’s subsidiary, The Securities 
Management Trust, he urged that experience elsewhere 
showed that rationalization must have strong financial 
backing, and that in their present state of depression, the 
industries cannot find the money themselves. Therefore, 
he argued, unless the Bank of England and the big joint- 
stock banks are prepared to undertake this necessary work 
the Government will sooner or later be obliged to intervene 
and provide the necessary help. Mr. Hichens admitted 
the dangers of such a development, but was prepared to 
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welcome for the steel industry a Committee appointed by 
the Government to co-operate with the leaders of that 
industry and with the banks. This contribution by 
Mr. Hichens reinforces the feelings of doubt recently 
expressed in THE BANKER and elsewhere as to whether 
bankers are visualizing the problem and their share in it 
in quite the proper light. 


SINCE our American correspondent sent his summary of 
American opinion on the Wall Street break, which 
appeared in the February BANKER, two 
Two leading New York bankers, namely Mr. 
American Albert H. Wiggins, chairman of the Chase 
views. National Bank, and Mr. Mitchell, the 
chairman of the National City Bank, have 

added their own views regarding the crash and its 

probable outcome. They both agree that the cause of 

last October’s collapse was due to the previous existence 

of excessive credit and the unwise use made of it, and 

Mr. Mitchell at least is disposed to think that the break 

has had the effect of clearing away dangers that menaced 

America’s economic situation during the previous year. 

Of the immediate outlook both authorities, too, are 

inclined to take an optimistic view. Both admit that a 

moderate business recession has been in evidence during 

the past month, but both equally think that the general ' 
situation is sound, and Mr. Wiggins points to the existence 

of low inventories and only a small total of ‘‘ quick debt ” 

owed by the business community. Mr. Mitchell claims 

that industries and trade are more adequately financed 

than ever, no serious disturbance of commodity prices 

has occurred, and that the decline of interest rates is 

favourable to enterprise. In the international sphere, 

Mr. Wiggins admits that America will lose gold, if she 

allows her own money rates to fall, and Mr. Mitchell is 

inclined to welcome the possibility of a gold efflux on the 

ground that it will restore international equilibrium. 

It is a little difficult for a foreigner to comment upon 

expressions of opinion coming from such weighty sources, 

but even allowing for America’s well-known powers of 
recuperation it is not easy to believe that a major financial 
break such as occurred last October is not having more 
prolonged and unfavourable repercussions on business 
than many Americans are prepared to believe. 
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Industry—The Bankers’ Views 


HIS year’s series of bank chairmen’s speeches 
was in one important respect robbed of its 
interest, for Mr. McKenna, who on occasions 
has been known to speak on controversial matters with 
greater freedom than several of his colleagues, is at 
present a member of the Banking Committee. He 
therefore felt bound to refrain from all expressions 
of opinion upon current banking and monetary topics. 
The gap indeed was filled by a most interesting history 
of the Midland Bank since 1844, but even this was 
not quite the same thing as one of those illuminating 
and provocative addresses upon monetary po:icy, which 
his audience have for a long time learned to expect 
from the Chairman of the Midland Bank. 

It was a great pity that Mr. McKenna should have 
been in this position, for the history of 1929 and the 
challenge to the banks to play their part in solving the 
problems of industrial reorganization would have given 
him ample scope. Not that his colleagues have been 
at all backward in responding to the challenge, for 
though there has been a certain disposition to regard 
this year’s speeches as dull and uninteresting, there 
is much to be deduced from them, when read carefully 
a second time. The most important passages are 
naturally those dealing with rationalization, and the 
banker’s duty in that respect. Possibly the fairest 
procedure is to -tegin with a series of quotations from 
the Bank speeches themselves :— 

Mr. Goodenough (Barclays Bank) :—Since the post-war 
slump it has been evident to those in touch with the facts that the 
banks have been anxious to help those businesses which have been in 
difficulties, and having created reserves in the past they were able 
to give assistance beyond anything which in normal times would 
have been regarded as justifiable. 

In very many instances, help given has been justified by results ; 
in other cases, it has proved that it was not financial assistance 
which was required, but reorganization to meet the ever-increasing 
competition. It lies with industry to reorganize itself, that not 
being within the province of the banks, and provision of capital is 
of little value unless a business is efficiently organized and controlled. 
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If the banks should advance further money at a time when the 
control of the business itself is inefficient, or if the industry as a 
whole is labouring under more or less permanent difficulties, either 
natural or artificial, which cannot be overcome, the money advanced 
by banks under those circumstances would become a loss, and no 
benefit would accrue either to the industry or to the banks. In 
many instances, where a business fails to make progress, it may 
be found that the primary reason for this position is not a shortage 
of capital, but the handicap of inefficiency as compared with other 
similar businesses either at home or abroad. In the alternative, 
it may be due to the ignoring of economic laws or to some alteration 
of basic conditions. If the difficulty is due to some relative 
inefficiency, it may be possible to overcome it through reorganization. 
It is then that the banks can assist by helping to find the liquid 
capital that is necessary to such reorganization when a scheme 
has been carefully worked out by experts. When, however, there 
has been a change in basic conditions, or some artificial interference 
with economic laws, which precludes the possibility of successful 
operation, if the banks try to help, they are then merely throwing 
good money after bad. 

It is certain that the banks will help industry, but industry must 
also help itself by placing itself upon a sound basis, both as regards 
efficiency and cost of manufacture. 


Mr. Beaumont Pease (Lloyds Bank):—We hear to-day a 
great deal about rationalization, and in some quarters there seems 
to be a certain amount of blame levelled at the banks that they are 
not using their influence and power to enforce amalgamations and 
reconstructions, and generally to assume functions which at present 
they only exercise to a limited extent. No doubt there is a great 
deal to be done by some industries in this direction, and if I may 
say so, a great deal of spade work is at present in progress. We 
can ask ourselves how far can the banks assist; how far do their 
functions extend; and what is the form of influence they can usefully 
exert where any steps should appear to them to be desirable? 
How far can they legitimately press their customers in this direction ; 
is their judgment likely to be better than that of those who have 
been brought up in the business concerned; and would not the 
ultimate responsibility for lack of success of any such schemes 
suggested by the banks react upon them ? 

My own answer to these somewhat difficult questions is definitely 
that it is not the function of individual banks, or even of banks 
as a whole, if that were a practical possibility, to initiate the 
reorganization of industry, or to try to dictate the steps which 
should be taken in this direction. In the case of a particular 
company a banker may have very definite knowledge that all is not 
well with its affairs, and there have been many cases in recent years 
where distinguished bankers have served on reorganization committees 
and have assisted in evolving schemes for the improvement of the 
business in question, and banks have followed this up by financial 
help in the reconstitution. But I do not think bankers have the 
necessary detailed knowledge of the condition of an industry as a 
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whole, or are sufficiently acquainted with its technicalities, to be 
in a position to say what particular reforms are advisable; what 
flaws there may be in its technical procedure; or what units are 
redundant. These points should be left to the industry itself or to 
technical experts, called in for the purpose, to determine. No doubt 
banks have an important and useful role to play in providing the 
necessary temporary finance for the reconstituted industry, if they 
are satisfied that the position has been sufficiently investigated and 
that the reforms instituted have reasonable hopes of success. I 
have no doubt at all that banks will be willing in such an event to 
do their part. 

A company such as that recently formed under the auspices of 
the Bank of England should prove a most useful intermediary in 
this way between industry and the banks. As to the nature of 
the financial help which a bank should give, there is no clear-cut 
division between liquid capital, such as seasonal advances, which 
all are agreed it is within the function of banks to supply, and 
fixed capital, which in the ordinary course is subscribed by the 
investing public. There is an intermediate class of capital for 
which it is not always easy to state the proper source. I do not 
think, however, that anyone who realises the nature of English banking 
and the fiduciary position of bankers to the public for the repayment 
of money left in their hands, would lightly advocate the investment 
of bank deposits in anything which was of doubtful liquidity. 


Mr. McKenna (Midland Bank) was inevitably briefer. 


He said :—It is a common notion, to judge from speeches and letters 
in the Press, that the banks have an inexhaustible power of lending 
money to industrial enterprises, and that any industry suffering from 
general depression could be restored to prosperity if only what is 
termed a more generous policy were adopted by the banks. A moment’s 
reflection, however, will show that the banks have no inexhaustible 
fund to draw upon. The sums they lend are balanced by amounts 
due to depositors, who would certainly not rest content unless 
confident that their money was being wisely used and could be 
repaid to them at any time. The important fact to be emphasized 
is that we continue to keep at as low a level as possible our loans 
for what may be called financial purposes, so that all the accommoda- 
tion in our power may be granted to British industry and trade. 


Sir Harry Goschen (National Provincial Bank) :—Our 
great basic industries, cotton, iron and steel, are all clamouring for 
further supplies of capital to install new machinery to bring processes 
up to date and to effect such improvements and re-organization as they 
confidently hope will enable them to complete successfully in the 
markets of the world, and where is this capital to come from? 
No one, I take it, would suggest that the banks should permanently 
find the money required for capital expenditure and lock up their 
resources in machinery and bricks and mortar. It never has been 
the policy of the English Joint Stock Banks to immobilize their funds 
in such investments, and I trust it never will be. Their function is 
to provide money for their customers’ current needs and it is owing 
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to the fact that this has been their guiding light, and to the wise 
provision for eventualities which they have made from their profits 
in happier days, that they have been able, even in times of crisis, 
to assist their clients and at the same time maintain their sound 
position. Capital for permanent investment must be found from the 
savings of the people, and one is at once faced with the problem, 
is there a sufficient sum available from this source to meet the 
demand ? 


Mr. Tennant (Westminster Bank) did not speak 
directly on the rationalization question, but he showed 
how London’s international financial pre-eminence was 
of direct benefit to the industry of the country :-— 
Much is constantly and rightly heard of Britain’s great export 
industries, by which is meant those great industries which show a 
favourable balance in their dealings with the rest of the world. 
The fact deserves emphasis that the net export balance of what I 
will call the “ financial industry” is between {60 and {£70 millions 
perannum. It therefore ranks as one of our greatest export industries. 

But these figures tell only one half of the story. The Board of 
Trade table shows that our “income from overseas investments ” 
totals {285 million a year. This is an essential factor in our trade 
balance. The securities which yield this income have been accumu- 
lated during many past years, as a result of long-term loans by 
British citizens to foreign countries. The process still continues. 
London as an international financial centre has played a large part 
in finding opportunities for such investments, providing the machinery 
for their emission, filling the gap between the time when the foreign 
borrowers require the money and the time when the British investor 
is prepared to furnish it, providing facilities for the transfer of such 
securities, safeguarding holders’ interests after their emission, and so 
on. In practice, this policy has given positive and most important 
benefits to British productive industry. Foreign borrowers have 
frequently used a large share of the proceeds of loans in the placing 
of orders with British manufacturers. Judiciously made, such loans 
enhance the wealth and purchasing power of overseas borrowing 
countries. That foreign lending may be abused, and in some cases 
overdone, should not detract from a proper appreciation of its 
invaluable services to the community. 

Even this is not all. Overseas trade—which, let us not forget, 
is the life-blood of this country—calls for complex and specialised 
financial machinery in which separate but essential parts are played 
by banks, accepting houses, discount houses, foreign exchange brokers, 
and others, each with its own connections established in every large 
centre in the world. Without these facilities overseas commerce 
might not be impossible, but it would be a far more hazardous and 
tardy process for the trader. In London’s machine of international 
finance the British trader has at his beck and call facilities more 
efficacious than those available in any other country. 


* * * * 
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Those overseas deposits in London are, in the aggregate, of very 
large dimensions at any given moment. They go to swell the total 
fund of credit in the country, in which all share, including the 
manufacturer. The inconvenience caused by the French withdrawal 
of their balances last year, itself indicates how large those deposits 
may be. If London ceases to be a repository for the world’s spare 
resources, the rates paid by British industrialists for accommodation 
may fluctuate less frequently, but on the average they will be appreciably 
higher than those now prevailing. 


Extracts from three Lancashire bank speeches may 
also usefully be added. 


Mr. Allan Paton (Martins Bank) :—The frank statements 
recently made at Manchester by the Right Hon. J. H. Thomas will 
themselves have helped to dispel the erroneous idea that the banks do 
not assist trade and commerce as they should. 

It is with satisfaction that we learn from Mr. Thomas of the 
willingness of the City to assist in the reconstruction of our depressed 
industries. The banks are willing to play their part, but it must be 
remembered that the accepted banking practice precludes any 
investment of their funds in the capital of industrial undertakings. 

The banks can only act as intermediaries between those who 
undertake a financial reconstruction and the public who eventually 
subscribe the necessary capital from their accumulated savings. 

If this reorganization takes place and industry is placed once 
more on a sound competitive basis, credit will be plentiful and we 
could hope to see our export trade revive. 


Sir Christopher Needham (District Bank) :—The problem 
of unemployment is still one of anxiety for the country, and the 
statement of Mr. J. H. Thomas, in his recent visit to Manchester, 
that in considering the steps which might be taker to produce a 
better employment position, by improving the organization and 
equipment of British industries, support will be given by the City 
to plans which lead to this end is of interest to Lancashire, as 
elsewhere. There could not be a more direct incentive towards that 
reorganization of industry, the need for which has been admitted, 
but which has been deferred for lack of means. This bank has 
already shown its support of the principle of reorganizing industry, 
as in the instance of the Lancashire Cotton Corporation, and will be 
ready and willing, having due regard to the interests of its depositors 
and shareholders, to take its part in carrying this principle into 
further effect. 


Mr. Dewhurst (Williams Deacons Bank) :—The reduction 
of profit shown in our statements for the last two or three years is a 
direct reflection of the state of affairs in the staple industry of Lanca- 
shire. In a number of cases it has not been possible to charge interest, 
either where mills are working under schemes, or during the transition 
period pending absorption into new combines or mergers. Such 
schemes of rationalization involve also sacrifices from all concerned, 
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including the banks, and to provide for the contingencies arising 
therefrom the Board has transferred £50,000 from the current year’s 
profits, and £350,000 from the general reserve fund, in addition to 
sums set aside internally, and if by their action in supporting such 
schemes the Board can feel that the bank has materially contributed 
in bringing about the reconstruction of the trade in Lancashire and 
the betterment of its principal industry, then I trust you will agree 
the sacrifices called for will not have been in vain. 

This completes the summary. Running throughout 
most of the speeches are two allied lines of thought. 
The first is that none of the Chairmen are willing to 
minimize the fact that their first duty lies in their 
trusteeship to their depositors. The second is that 
fresh capital for industry must come out of the savings of 
the country, and that the most the joint-stock banks can 
be asked to do is to provide temporary accommodation 
for short periods pending the obtaining of permanent 
capital from the investor. 

In many respects the letter of these speeches is dis- 
appointing. There is no obvious sign of any pronounced 
change in banking technique designed to keep pace with 
modern industrial developments or even to facilitate the 
overhauling of the industrial machine so badly needed 
to-day. There is no modification of the traditional 
view that a British bank receives short-term deposits 
and makes short-term loans. “ Liquidity’’ remains 
the British banker’s slogan, and while we would be the 
last to suggest that British bankers should relax their 
high standard of duty and responsibility to their cus- 
tomers, we cannot help feeling that in these days safety, 
while still the first, is not the only consideration. 

The underlying spirit of these addresses, however, 
is more hopeful. Clearly the banks are anxious to 
do everything that is consistent with their powers, and 
Mr. Dewhurst in particular not only says that the 
banks must share in the sacrifices needed, but has also 
preceded the word by the deed. Several speakers 
laid stress on the help given by the banks to industry 
in the past, and it is at times possible to trace a 
gradual realization of the fact that some of this help 
has been ill-timed, and has in the long run aggravated 
rather than eased the difficulties of industry. 

It is only natural that the bank chairmen should 
seek to replace the responsibility for reorganizing industry 
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upon other shoulders than their own. Thus Mr. Good- 
enough argues that lack of progress by a business is not 
always due to a shortage of capital, and that “it 
lies with industry to reorganize itself.” Mr. Pease 
takes the line that ‘it is not the function of the banks 
to initiate the reorganization of industry . . . nor 
have bankers the necessary detailed knowledge.” At 
the same time he gives a significant though qualified 
welcome to the recent action of the Bank of England. 
Sir Harry Goschen says that the whole question really 
resolves itself into the adequacy of the nation’s capital 
fund, and in a later passage in his speech roundly 
condemns the high level of national expenditure on the 
ground that it diverts money from “saving” to 
‘“spending.”” Mr. Tennant’s enlargement upon the im- 
portance of the “‘ financial industry ” was really a claim 
that the banks were already contributing their due 
quota to the nation’s economy, while Mr. Paton expressed 
in concise form a very general banking view when he 
said that “‘ the banks can only act as intermediaries.”’ 

All this is true enough, and the spirit is undoubtedly 
more accommodating than the letter. Still the fact 
remains that there is a certain failure to appreciate 
the real needs of the situation. There is no evidence 
in confirmation of Mr. Thomas’ statement—made in the 
House subsequent to the bank meetings—that he had 
been in consultation with the majority of the bank 
chairmen prior to his Manchester speech, and they 
were in agreement with what he said there. There 
is no sign that the banks are considering the need to 
make substantial increases in their capital, of a kind 
that would enable them to give long-term assistance 
to industry without involving them in the end of 
immobilizing to an excessive degree the money lodged 
with them by their depositors. There is rather too 
great an insistence upon the help that they either 
cannot or ought not to give, and too little initiative 
in explaining the help they are willing and empowered 
to give. In short, while the industrial organization of 
country is passing through a period of rapid change, 
it is not evident that the banking system is in all respects 
keeping pace. 
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The Hatry Exposure 


HEN Clarence Hatry and his three associates 
\X/ pleaded guilty to the charges brought against 
them of forging and uttering, of obtaining money 
and securities by false pretences, and of conspiracy— 
charges which involved a total sum of about £2,000,000— 
no one was very much surprised. The defendants had 
been arrested on their own confession, and the evidence 
brought against them was beyond refutation. The City 
of London was really less interested in the result of the 
case than in the Stock Exchange Special Settlement 
which was successfully carried through on February 13. 
We are concerned to discuss neither the justice of the 
punishment nor the morality of the man. But the 
Hatry case disclosed so clearly the weak places in the 
City’s armour against financial misdoing, both within 
and beyond the law, and so much criticism has been 
brought in consequence against our present financial 
methods that we should fail in our duty were we not 
to discuss these matters now that our tongues have 
been loosed from the fetters of contempt of court. 

There is one matter which must be treated first 
because it is separable from the others and because it is 
perhaps of smaller interest to business men as a class 
than to the country at large, and certainly than to 
officials and members of public authorities. The legal 
position of the municipal corporations involved in the 
crisis, with regard to the forged stock, has not yet been 
argued nor has the question of responsibility of the 
individual members; but at least it is certain that the 
ratepayers of Wakefield, Swindon, and Gloucester have 
lost large sums of money. In due course they will no 
doubt inquire for what reason, and their representatives 
will have great difficulty in explaining why they left 
public money on deposit at interest with a private 
concern other than a bank. Like others, of course, they 
trusted to the good faith of the parties with whom they 
had to deal. They were introduced to Corporation and 
General Securities, Limited, by a gentleman who was 
secretary to the Institute of Municipal Treasurers, and 





THE HATRY EXPOSURE 367 


therefore whose disinterestedness was beyond dispute, 
although he was at the same time in business association 
with the Hatry company. Corporation and General 
Securities had an attractive record of successful municipal 
issues to its credit, and offered very advantageous terms 
to the borrowers. 

Yet all that was no valid excuse for leaving the rate- 
payers’ money with the company to use for the general 
purposes of its business. It may also be questioned 
whether the municipalities were justified in authorizing 
a private company to issue bearer scrip as it pleased, 
when that business could have been performed with so 
much greater safety through their regular bankers. 
One horse has already bolted, but the stable door should 
be locked because there are other horses in the stables. 
No legislation may be necessary, for it is doubtful whether 
the municipalities were in any case legally entitled to 
act as they did, and those in charge of the affairs of 
local authorities have had a terrible warning which they 
are unlikely to forget for a very long time. In future it 
should be clearly understood that such authorities are 
not at liberty to lend public moneys upon whatever 
seems to them to be the most profitable market. Idle 
funds should be kept on deposit with a joint-stock bank 
or invested in short-term Government securities. It is 
forcibly arguable that local authorities should only issue 
loans through the Bank of England, and that the methods 
and terms of issue should have the imprimatur of the 
Treasury. At any rate, the disclosures of the past six 
months have definitely pointed to an extension of the 
machinery of the Local Loans Act to enable localities to 
borrow upon their pooled security. 

It might seem from these arguments that we regard 
the joint-stock banks as impeccable models of financial 
wisdom. They are safe, however, not because they 
never make mistakes, but because the mistakes are 
swallowed up in the immense volume of business that 
they transact. The Hatry case disclosed mistakes on a 
very large scale which several of the bank chairmen 
have sought in their annual speeches to depreciate or 
explain away. Who the unsecured creditors of the 
Hatry group of companies were may never fully transpire, 
but the creditors ‘‘ secured’ on forged paper included 
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a number of private banks and four of the Big Five joint- 
stock banks. This was not, perhaps, really surprising, 
but it has certainly been made the basis of criticism 
of the banks by the public outside the City. The net 
deficiency of £13,500,000 which Sir Gilbert Garnsey’s 
evidence foreshadowed is a very large sum even for the 
City of London, and the public may be excused for 
asking how it came about that professional financiers 
had lent so huge an amount to this group of companies 
without searching inquiry into the state of its affairs. 
It was not as though Hatry’s earlier career had been so 
uniformly successful or so far above discreditable rumour 
that his name was sufficient guarantee for these big 
loans. The outside public who, ignorant as they may be, 
usually get the last word, ask two questions: How did 
the joint-stock banks and other firms which might well 
have known better come to lend so much to this par- 
ticular group of companies, and how does it happen that 
such an enormous deficiency can be created within the 
space of a few years? 

Let us set aside the unsecured creditors, whose error 
of judgment it would be difficult to palliate. Their 
reward and their warning are plain. It is unlikely that 
the big banks were to any appreciable extent unsecured. 
They are secretive enough in any case, and on an occasion 
like this they shut up like oysters. Very. little can be 
gathered from the chairmen’s speeches. The maximum 
amount, declared Mr. Goodenough, which Barclays 
Bank might possibly lose, either directly or indirectly 
through the Hatry troubles, is the sum of £330,000. The 
board of Lloyds Bank, said Mr. Beaumont Pease, had 
provided in the usual way out of the profits of the past 
year a sum of £500,000; there was no reasonable possi- 
bility of that amount being exceeded. The bank had not 
a single penny invested in any company connected with 
the Hatry group, nor in any of their corporation securi- 
ties, but had acted as bankers to some of the companies 
and had made advances to them almost entirely against 
what were believed to be trustee securities, or good 
Stock Exchange securities outside the group, or against 
guarantees ; little loss would have been suffered but for 
the fact that many of the municipal and other securities 
had been fraudulently issued or dealt with. The chair- 
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man of the Westminster Bank offered much the same 
defence; in each case the money was advanced (on 
security which, in the absence of fraud, was undoubted) 
for a perfectly legitimate purpose and no suggestion was 
made that the advance was required for supporting the 
share market. 

That is the defence of the banks, and prima facie it is 
invulnerable. Yet, though it may be sound banking 
practice, so far as individual banks are concerned, to 
make loans wherever sufficient security is forthcoming, 
inquiring but not investigating the purpose for which 
the advance is needed, the big banks, with their 
enormous clientéle, their enormous strength, and their 
enormous influence, owe to the country at large a respon- 
sibility which transcends questions of immediate safety 
or profit. Borrowing on Stock Exchange security liberates 
funds which may be used (as in this case funds raised 
on the security of municipal scrip were used to purchase 
steel shares) to acquire negotiable assets on which further 
loans may be raised. Bearing that point in mind, it is 
the duty of the banks as well as to their advantage in the 
long run, to assure themselves that the purpose for 
which a large loan is required is not only legitimate and 
profitable in the short run, but economically sound in the 
long run in relation to the general financial and industrial 
position of the country. It is not, of course, proper for a 
bank to disclose details of its dealings with its customers, 
but it would be advantageous to all whose prosperity 
depends on sound business if the big lenders of London 
were to find some plan, which would not injure their 
competitive positions, for the voluntary and private 
circulation among themselves of particulars of any 
specially large loans made by them in the course of each 
week. In this way the scope of possible deficiencies 
could be very much limited. 

The present competitive state of British banking, 
however, renders such schemes somewhat visionary. 
Moreover, it is a general method of company finance 
rather than the particular application of banking prac- 
tice to it that was responsible for the size and nature of 
the Hatry default. Only in a group of interlocking 
financial companies could so much money have been 
dissipated in so short a time, and only in such a group 
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could frauds of the type in which Hatry and his associates 
indulged be carried on except on a very small scale. 
The changes in banking practice which have been sug- 
gested above would go far to terminate the worst evils 
of such methods of finance. But the Stock Exchange 
has a task before it as well as the banks. The wholesale 
taking in of each other’s washing which characterized 
the Hatry companies is not confined to that group of 
concerns. It is not perhaps so rife in London as in New 
York, but it is quite definitely a flaw in the soundness 
of our financial system, and anything which can be done 
to limit it is to the advantage of the country at large. It 
is probable, for instance, that a great deal of the wasteful 
issue of capital which marked the 1928 Stock Exchange 
boom would have been impossible if there were stronger 
safeguards against improper manipulation of the share 
market. The professional “ ring’ may be a pest to the 
outside investor, who is unable to judge what the shares 
in which he is interested are really worth, but it is not 
nearly so harmful as the concealment of the real market 
value of the shares of company A through the placing 
of a big buying order by company B, at the same time as 
a big selling order is placed with another broker by 
company C—all three companies being in the same 
financial group. That is a Stock Exchange version of the 
notorious Pig Upon Pork of the bill market, and is equally 
harmful to the banks by misleading them as to the 
genuine value of shares offered as collateral security— 
by company D of the same group. 

Several plans have been suggested by which the 
authorities of the Stock Exchange might limit this sort 
of finance. It must be emphasized that the most urgent 
problem is not to secure more watertight protection 
against breaches of the law, but to extend the private 
regulations and traditions of City dealing so as to limit 
the opportunities, both for sharp practice of the kind 
described and for the rapid accumulation of large losses 
by desperate manipulators. 

The plan for independent registrars for all companies, 
even the counter-suggestion of periodical share transfer 
audits by independent auditors, provide at a price 
additional assurance against error or fraud. They do 
not solve the wider problem. The Stock Exchange 
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General Purposes Committee has placed its finger on the 
right spot by appointing a sub-committee to inquire into 
the present regulations governing the grant of permission 
to deal in securities. Two possible methods of reform 
spring to the mind at once—refusal of permission to 
deal in vendors’ shares until a year’s accounts have been 
presented, and much closer scrutiny of the financial 
and commercial standing of new companies before per- 
mission to deal is given at all. 

The City does not require a censorship either by the 
banks or by a committee of the Stock Exchange. But 
both professional interests and outside investors regard 
as a sort of National Mark for a company the fact that 
permission to deal on the London Stock Exchange has 
been secured or that the big banks are lending it large 
sums of money. The Hatry case has indicated to the 
banking community and to the authorities of the Stock 
Exchange the duty that they owe to themselves and the 
public whom they serve, not merely to prevent and 
detect fraud, but to minimize the circumstances under 
which fraud and loss on so large a scale are possible. 


India and International Finance 


HE increase in the discount rate of the Imperial 
Bank of India from 5 to 6 per cent. as from 
October 10, and to 7 per cent. from October 31, 

1929, raised the interesting question as to how far Indian 
monetary conditions can be affected by those in other parts 
of the world. At the time of the increase to 6 per cent., 
the cash balance of the Imperial Bank was practically 
double what it was in November, 1928, when a similar 
advance was considered necessary. There is little doubt, 
however, that the Imperial Bank authorities raised the 
rate to 6 per cent. in anticipation of the possible reper- 
cussions of the rise in the Bank of England rate from 
5% to 64 per cent. rather than to rectify existing con- 
ditions. Having taken the further step of raising the rate 
to 7 per cent., a normal rate for the busy season in India, 
it was evidently considered unnecessary or undesirable to 
change it, though the cash position was strong compared 
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with previous years, and though the Bank of England 
rate was simultaneously lowered to 6 per cent. It is 
improbable that the advance to 7 per cent. would have 
been made at that time if any intimation of the un- 
expected reduction in the Bank of England rate had 
been received. 

The last occasion on which the Bank rate in India was 
raised directly as a response to a rise in the London rate 
was in February, last year, but on that occasion the 
hands of the Imperial Bank authorities were forced by 
Government, who raised the rate at which they lent 
emergency currency against Trade Bills from 7 to 8 per 
cent., thereby making a rise in the Bank rate to 8 per cent. 
inevitable. The action of Government caused a general 
outcry, asit was felt that the rise was not justified by local 
conditions, and finance for the season had been arranged 
on the impression gained from previous years experience 
that 7 per cent. was the highest figure to which the 
Imperial Bank rate was likely to be raised. As con- 
siderable facilities had already been granted to traders 
on the basis of a maximum figure of 7 per cent., it will 
easily be seen that the outcry was not without a reasonable 
foundation. 

Government’s point of view is explained in the Report 
of the Controller of the Currency for 1928-29, from which it 
is clear that Government had no doubt that, as custodians 
of the currency, they were bound to take action on an 
increase in the Bank of England rate. In paragraph 4 
it is stated that “. . . the tightening of credit in the 
international markets of the world created difficulties in 
maintaining the rupee cash balances of the Government 
of India.’’ In paragraph 25 the Controller goes on to 
state that “. . . the increasing cost of money in inter- 
national markets had a weakening effect on exchange. 
The monetary situation was also easier as a result of the 
large additions to currency in December and the repay- 
ment of Treasury Bills. . . . These developments called 
for action to restore the equilibrium between money rates 
in England and abroad.” 

The first statement is difficult to understand, as it is 
not clear how tightening of credit in foreign countries 
can affect the rupee cash balances of the Government of 
India. It is admitted that the rupee loan of 1928 was a 
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success, and the difficulty of Government in purchasing 
their requirements of exchange should have normally led 
to a gradual accumulation of rupee balances which could 
not be converted into sterling. What had actually 
happened was that in their anxiety to prevent exchange 
weakening to the lower gold point, Government had 
deflated their cash balances by the cancellation of 
“ad hoc” Treasury Bills, or by transfers through the 
Paper Currency Department. But as remittances would 
have been necessary in any case, a reduction in their 
rupee balance was inevitable, and can hardly be attri- 
buted to international conditions. 

The second statement is more readily understood, as 
dear money in London invariably acts as a brake on 
drawings by exchange banks on sterling balances for the 
finance of seasonal crop movements. The tendency, 
therefore, would be for the banks to obtain their funds 
locally as far as possible, and so long as they could 
obtain them at a cheaper rate than by drawing on 
London. It is interesting to note in this connection that, 
despite the increase in the Imperial Bank rate from 
7 to 8 per cent., there was no corresponding advance in 
money rates in Calcutta, though call money in Bombay 
advanced from 6 to 7 per cent. 

To revert to the general question of the relation 
between the Imperial Bank rate and that of the Bank of 
England or the American Federal Reserve Banks, the 
first point to be noted is that movements in the Indian 
rate are primarily of a seasonal character, and are neces- 
sitated mainly by the withdrawal of rupees for the move- 
ment of up-country crops. It is a moot point to what 
extent an increase in the rate actually checks the outflow 
of rupees or tends to attract fresh rupee balances. 
Broadly speaking, the cash balances of the Imperial Bank 
at a time when there is a demand for rupees can be 
increased in three ways: first, by the creation of currency 
by Government against purchases of sterling Treasury 
Bills for the Currency Department; secondly, by the 
import of gold by exchange banks presented to the 
Currency Department and converted into rupees; and, 
thirdly, by the issue of “‘ emergency currency” by the 
Currency Department against trade bills. During recent 
years the second process has operated only to a limited 
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extent, and it is this process only which is directly 
affected by international conditions. 

Two other points may be briefly mentioned, showing 
the difficulties of treating the Indian money market as 
an integral portion of the international market. However 
much Government may desire to bring money rates in 
India into parity with those prevailing in outside markets, 
they cannot regulate the Imperial Bank rate unless and 
until the Imperial Bank has begun to take loans of 
“emergency currency ”’ from the Currency Department. 
If the Bank’s cash position is strong enough to render 
such loans unnecessary, Government can resort only to 
the issue of Treasury Bills as a means of controlling 
money rates, a policy which has been developed exten- 
sively during the past six months. By removing surplus 
credits, incidentally at no little cost to the tax-payer, 
they can to some extent create conditions of temporary 
stringency, but it is very doubtful if thereby they can 
prevent the lock-up of stocks of commodities which is one 
of the usual sequels to easy credit conditions, and to 
prevent which a Central Bank endeavours to restrict 
credit. 

A further point to be noted in connection with the 
Indian money market is that the Imperial Bank rate 
does not necessarily react on local money rates until the 
market is indebted to the bank. It is not by any means 
unusual to have a discrepancy of 24 to 34 per cent. 
between the Imperial Bank rate and current market 
rates in Bombay and Calcutta. Even with a Bank rate 
of 7 per cent., call money was recently available at 24 to 
3% per cent., and quite recently was only 43 per cent. in 
Calcutta. 

The general conclusion to be drawn is that in present 
circumstances Indian markets will react only very slowly 
and by means of indirect influences to international 
money conditions, and that such reactions depend largely 
on the somewhat crude methods of control of currency 
and credit by Government. Whether the creation of a 
Central Bank will make the markets, as a whole, more 
sensitive and responsive to world conditions is amatter 
which will doubtless be considered in due course by the 
Indian Banking Enquiry Committee. 

It has been maintained in some quarters that with an 
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effective gold standard and with gold in circulation, the 
Indian market would adapt itself more readily to inter- 
national variations; but experience since the issue of the 
Hilton-Young Commission Report seems to point to the 
fact that an error was made in introducing the recom- 
mendations in two parts The acceptance of the exchange 
ratio proposals and the postponement of the creation of 
the Reserve Bank has thrown the onus of the main- 
tenance of exchange on Government, whereas credit 
control is still mainly centred in the Imperial Bank The 
divided responsibility inevitably leads to uncertainty, 
and until there is a central banking authority in full 
control of both currency and credit, India cannot take 
her proper place in international finance. 


In what sense is ‘““ Money” a Special 
Commodity ? 


By R. H. Mottram 


HIS question is intimately linked with the 
discussion of which we have probably not yet 
heard the conclusion, as to the drifting apart 
of Finance and Industry. The historical aspect of the 
subject is not only interesting, but may even prove 
a profitable study to such of us as do not expect to see 
a new earth, much less a new Heaven, suddenly spring 
into being, but rather look to the slow and even painful 
process of trial by experiment, and gradual assimilation 
of hitherto abhorrent ideas into practice, for our social 
and economic progress. 

The reason for money, in a certain limited sense, 
always having stood a little apart from the other things 
man made, first for his own use and subsequently to 
exchange, lies in the fact that it was the first thoroughly 
State-regulated commodity. Amid remote history and 
naive acts of ancient time gradually emerged the fact 
that money, in the sense of coin, differed from the 
previous expedients that more or less regulated the state 
of barter by the fact that it was not a mere abstraction. 
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When the ancient Egyptian exchanged goods with his 
mercantile neighbours by weighing out certain quantities 
of specified articles, his real standard was content and 
density. But when a Lydian King (if indeed he was 
the real first issuer) stamped pieces of precious metal with 
some sort of sign, he effected a pregnant if unnoticed 
revolution in human habit. For the new universal 
agent of transfer was no longer, like the previously used 
bushel or measuring stick, a mere standard of dimension, 
but was in itself a highly desirable marketable substance, 
with a healthy life of its own, in the raw state, a wide 
vogue for ornament and use. A coin could be made. 
A bushel and an ell could not be made, they were but 
figments of the brain, aids to the senses. In fact the 
use of the precious metal for coin was comparatively 
new and recent. The coinless Cretans, about whom we 
know so little, and that so recently, had gold and valued 
it, as Mycenz and Knossus bear witness. And right 
up to fifteen years ago we can trace the prevalent idea 
that ‘“‘ money ”’ meant precious metal, that its minting 
was a temporary convenience, and that it could always 
be turned back into its crude state. This was evidenced 
by the peasant who hoarded it (depriving it of its most 
valuable use-—circulation), the sweater or coiner, who 
clipped or debased it. And even to-day, as far as we 
know, it is being melted down, in the east. In the main, 
however, “‘ money ”’ has shared with other exchangeable 
things the attention of acquisitive man. The Classics 
and the Scriptures abound with instances of coin 
circulating side by side with services, land, implements 
or mere heaped valuables, in the Jews’ Temple, in Troy, 
or in the Feudal System. 

The second great revolution in economic habit dates, 
one must feel, from the creation of the written, signed or 
sealed instrument of credit. Whether the idea of 
“money,” not as coin, but once more as an abstraction, 
a thing which had no marketable value except as a 
measure and medium of exchange, filtered through to 
us from Babylonian book-keeping, is a matter for 
scholars yet to establish. We do know with tolerable 
certainty that credit, as a fairly complete substitute 
for coin, dates, as far as we are concerned, from the 
medieval municipal debts of Florence and Amsterdam, 
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the first marine insurance policy and the sort of bond to 
which Shylock attached such importance. That these 
writings were not complete substitutes for coin is evident 
from the fact that they all presupposed satisfaction in 
the money of their day. But a little further on, at the 
outset of the eighteenth century, we see that a further 
step has been taken irrevocably, and unconsciously, as 
so frequently happens in human affairs. 

When the twin conflagrations of the South Sea 
Bubble and Law’s System were laboriously extinguished 
in England and France respectively, more than a mere 
crisis was passed. From that day forward no serious 
attempt was made to pay off in coin the- indebtedness 
of the two most important civilized nations. Credit, 
divorced from any product of the earth, began to lead 
a life of its own. And there are very curious aspects of 
this often disregarded, but gradually accepted fact. 
Credit was originally created by individuals on a basis 
of their personal trustworthiness. But there are two 
parties to every bargain, and it is too often overlooked 
that the largest borrowers in the aggregate are Govern- 
ment and other State authorities. It looks as though 
the sanction of public authority were required by the 
credit instrument almost as much as by the minted piece. 
For it is a matter of common experience that credit 
circulation has tended to get further and further away 
from its supposed basis in metal of intrinsic value. The 
test for Great Britain came in the formulation of that 
solemn historic joke, the Bank Act of 1844. In its 
provisions we get our first unmistakable glimpse of the 
new state of affairs. The paper currency was to be 
convertible until the theory was put to the test, and 
then, of course, it could always be made unconvertible. 
Yet no one can suspect the framers of that legislation of 
deliberately reckoning on the physical impossibility of 
the business of a great nation being conducted by 
satisfying all debts with gold coin. And, in fact, only 
seventy years were to elapse before the final change in 
the meaning of the word “‘ money.” However closely 
it was associated with authoritatively stamped metal 
up to 1914, there is no illusion in any practised mind 
to-day that the stuff we jingle in our pockets is “ small 
change,’ bearing, in quantity and value, the most 
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infinitesimal relation to the volume of our daily trans- 
actions. Gold has receded into being the concern of 
the specialist and the jeweller, and it needed very little 
practice in the handling of overseas business, since 1919, 
to be sure that the credit of a creditor country was worth 
more than gold, much to the discomfort of American 
visitors who carefully brought with them gold coins. 

Yet credit would hardly rank as a commodity were 
it allowed to exist only in its raw state, as a mere substi- 
tute for a metal medium of exchange. The manu- 
facturing, if one may use the word, of the individual’s 
product into the marketable credit, made up into con- 
venient parcels, which we know as “ securities,” created 
a market far more famous and accessible, and even more 
international than that in any other stuff that man 
buys and sells. It is said that every “ bell-hop”’ in 
the United States was interested in the trend of Wall 
Street prices, until last autumn. This sort of statement 
may be founded on nothing more solid than the desire 
to shine in conversation, but it is graphic enough. In 
what, of all the stuff that man handles, is the market so 
ridiculously inviting to every amateur, as that made 
plain by the Stock Exchange Official List? Every 
provincial Corn Exchange is more select, and Petticoat 
Lane demands more technical knowledge. And the 
worst of it is, that “ money,’’ by which most people 
nowadays do not mean silver and copper and treasury 
notes, nor even land, as they did when they spoke of the 
Squire as having ‘“‘ money,” but stocks and shares, is 
a special commodity in virtue of one attribute. Selected 
with reasonable care it can be put aside, and bears its 
recurrent usufruct, unlike any other property that can 
be warehoused and not worked. This peculiarity is, 
perhaps, most responsible for concealing a far commoner 
and more sinister quality. It is little realized by the 
investor who has no practical experience, that securities 
are extremely perishable. Common conversation con- 
vinces us that recent events in England and America 
simply astound large sections of the public, from whom 
not only the funds for any fresh or renewed commercial 
effort must come, but even the life-blood of national 
services. 

Yet history is plain enough on the point, and the 
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careful investor is always known by his periodic if slight 
shifting of his holdings. Not only is the fact of acute 
periods of depression in the Stock Exchange sufficiently 
well known, and still ominous, if nowadays better 
managed, like any other recurrent human fatality. Far 
more significant, to amyone who takes the trouble to 
look it up, must be through the centuries the slow, steady 
droop of Consols, though still surely the premier invest- 
ment in the world. And why, in the name of common 
sense, should the fact be otherwise ? 

“‘ Securities ’’ are a creation of the human brain, and 
share the fallibility of the human lot. It would be easy 
to feel philosophic about it, were it not that our nation, 
surrounded by younger vigorous growths unburdened 
by the fantastic strain that has been put upon us in this 
twentieth century, demands new capital infused into 
its commercial system. Can we then afford to let such 
raw credit as is available for assimilation into capital 
be squandered in ill-judged, moribund, or merely 
predatory ventures? Regulation is dubious and foreign 
to the English mind. Is education, in the real nature 
of the convenience, yet the perishability of modern 
“money” sufficiently rapid to save us? If not, why 
not ? 


How the City Works 
Ill. New Capital Issues (b) 


HE preliminary steps leading up to a_ public 
issue were described last month from the point- 
of-view, more particularly, of the promoter. 
Upon the appearance of the prospectus, the bank, 
whether it has assisted in the preparatory work or not, 
will take the stage and dominate it for the time being. 
The books of many British and Colonial Government 
and Corporation Stocks are kept entirely by banks, 
the Bank of England being registrar of one hundred 
and fifty-three stocks in all and the Westminster Bank 
of eighty. In cases where the books are not kept by 
the bank through which an issue is made it will be a 
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matter of arrangement how far the bank will act before 
handing the business over to its principals. It may 
be done before allotment or it may not be until after 
all the work in any way relative to the new issue is 
completed. 

The new issue department of a bank is now so 
well established and so highly organized that very 
little preparation for a new loan is needed. This is 
important, as the pressure of work while it lasts is 
very high, and secrecy is sometimes so well maintained 
that the officials concerned have little warning. Most 
issues are successful, and this implies that they will 
appeal favourably not only to a sufficient number of 
investors (including ‘ stags ’’) to ensure a full subscrip- 
tion, but to three or five times or even ten times the 
number. It is therefore necessary for applicants to 
put in their forms as early as possible and for banks 
to be ready to deal with a flood of applications and 
to close the lists before they are overwhelmed. 

A queue of applicants may often be seen waiting 
for the bank to open its doors on the first day of a 
big issue and at nine o'clock the rush commences. 
The applications are quickly scrutinized by the counter 
staff and passed on to Burroughs machine operators 
whose sole concern is to keep pace with the inflow so 
as to be able to state an approximate total of the 
application money received at any given moment. 
After the required amount has been subscribed, which 
may happen in anything over five minutes from the 
commencement, the bank, unless it is free to act upon 
its own responsibility, will report progress to its principals 
and take their instructions as to closing the lists. It 
sometimes happens that a trading concern will delay 
in order to obtain what advertisement can be made 
out of the fact that their issue has been subscribed 
several times over. Still, considering that many applica- 
tions will be handed in at branches and many more 
will be received by post, it is as well to close down 
within a reasonable time in order to avoid too drastic 
a scaling down of allotments and the handling of an 
unwieldly volume of applications to no purpose. 

Immediately the “list closed’ notices are posted up 
it is necessary to telephone the fact to the principal 
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branches in order to prevent late applications refused 
by one office being accepted at another. So much 
resentment has been shown in the past at the shutting 
out of country investors who have had no chance of 
participating that it is usual now to announce through 
the Press that applications from the country received 
by post not later than the next morning will be con- 
sidered. This is not an ideal solution to the difficulty. 
A good reception in London encourages the country 
investors, and there may be a large volume of post 
applications superimposed on an already full list. 

Conditions vary so much that it is impossible to 
say how many applications will be dealt with in a given 
class of issue. From ten to ten thousand is hardly 
too loose an expression for ordinary share and loan 
issues, and ten times the latter figure for a big British 
Government issue by the Bank of England. Every- 
thing received after the closing of the lists for town 
and country applications respectively will be returned 
to the applicants with a brief intimation that it arrived 
too late for consideration. The work in connection 
with the others hardly slackens until the allotment 
letters are posted, for there is a certain amount of 
competition in the common interest to arrive at this 
point in the shortest possible time. The staff organiza- 
tion at the Bank of England is so excellent that they 
normally post allotment letters to many thousands of 
successful applicants on the evening of the last day 
for receiving post applications, and certain other banks 
are no more tardy. 

Application forms are usually numbered consecutively 
as they come in, and the accompanying payments are 
passed into the ordinary banking departments to be 
dealt with just as any others received for the credit 
of customers’ accounts. The application forms will be 
listed on loose sheets which may be bound together to 
form a passbook. If the work is to be handed over 
to the promoters at this stage, their messengers will 
be waiting to take away batches of the forms as fast 
as the respective sheets are completed and checked. 
When all are delivered, nothing will remain for the bank 
to do save to attend to complaints from applicants 
who have made careless mistakes, to look out for 
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dishonoured cheques and to make arrangements with 
regard to the large balance which will have accrued 
to the special account opened for the issue. This is 
considered by custom to be at the disposal of the bank 
until the allotment letters are issued, the bank being 
a sort of stakeholder between the applicants and the 
promoters. Thereafter it will probably be placed on 
deposit at special rates until required. It is likely 
also that interest will be allowed on the money received 
later by way of instalments, and it may be noted that 
the effect of a large issue will be definitely felt on the 
money market. For this reason the banks like to have 
a voice in fixing the dates for the receipt of instal- 
ments. 

The procedure to be followed, if the new issue 
department is not handing over the work but is making 
the allotments itself, varies with different banks, but 
the following may be regarded, more or less, as a standard 
system. The application forms will be sorted into the 
order of amounts applied for, with all for similar amounts 
in alphabetical order. Then they will be entered up on 
large sheets having columns for recording the number 
of the application form, the name of the applicant, 
the number of shares applied for, the number allotted, 
the amount received, the amount returned (if any), 
the amount due on allotment (again, if any) and, possibly, 
other matters. To begin with, only the first three 
columns can be filled in and as soon as this is done a 
summary is made classifying the applicants according to 
the number of shares or the amount of stock applied 
for; so many for fifty, so many for one hundred, and 
so on. 

With this summary before it the bank, on its own 
responsibility or on the instructions of the promoters, 
can calculate how much it can afford to allot to each 
class of applicant after allowing for allotments in full 
or otherwise to specially interested parties. Sometimes, 
for instance, existing holders applying on distinctive 
forms are entitled to preferential treatment. This, by 
the way, involves the complication of separate book- 
keeping, and where the “ Rights” of such holders 
have a market value, their renunciations in favour of 
others will add considerably to the complication. 
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The tale is still told of an Eastern potentate who 
arranged with one of the big banks to issue a state 
loan for him. It was a success and on the first day 
the bank telegraphed to him “Issue subscribed three 
times over. Wire instructions.” His reply was “ Allot 
in full!’’ Apart from the provisions of the law of 
the land, including the Companies Act, it would be 
a breach of faith if the advertised amount of an issue 
were exceeded, and in practice, of course, the limitation 
is rigid. It is noteworthy that a return of the allotments 
must be made to Somerset House within a month. 

The following example shows how a small issue of 
one hundred thousand shares, applied for in accordance 
with the following simple summary, is dealt with in 
practice. 


















ACTUAL APPLICATION 















1. Under 50 shares ... 200 applicants for a total of 5,000 shares. 
2. 50-100 me 500 ws it 40,000 ,, 
3. IOI-—200 a 400 a is 65,000 _,, 
4. 201-500 . 300 te i 120,000 ,, 
5. 50I-1,000 ,, roo es _ 65,000 _,, 
6. I,00I-5,000 ,, 30 4 ‘a 60,000 _,, 
7. Over 5,000 ,, 5 5 m 34,000 ,, 











Total applied for 389,000 shares. 









The 100,000 shares should be apportioned as fairly 
as possible between the 1,535 applicants. It would 
hardly be fair to disregard some groups entirely, 
though this is sometimes done and the unlucky applicants 
receive what are known as “ Letters of Regret.” The 
average reduction must be to about one quarter of the 
amount applied for, but to allot a quarter of each of 
the 700 applications for under 101 shares each would 
be to create a troublesome number of small holdings. 
Moreover, it will be easier to allot considerable blocks 
of an even number of shares than to calculate and 
prepare hundreds of allotments of odd amounts. Con- 
sidering finally that it is preferable to spread the 
holdings as widely as possible rather than to place a 
power which might be abused into the hands of a few, 
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a basis of allotment is reached, which might be as 
follows :— 

Group I. Full amount, accounting for 5,000 shares. 

Groups 2 & 3. 50 each re 45,000 

Groups 4&5. 100 ,, ” 40,000 

Group 6. 200 ,, o 6,000 

Group 7. 300° ,, ie 1,500 


97,500 


This leaves a surplus of 2,500 shares to meet special 
cases, or to be arbitrarily fitted into the scale. This, 
by the way, is not quoted as an ideal basis but as a 
simple illustration. Sometimes, especially in vastly over- 
subscribed issues, allotment is by ballot. 

Attempts are occasionally made to reduce applica- 
tions by eliminating those which appear to be from the 
class of speculators known as “stags.’’ These are 
people who apply for allotments in promising-looking 
issues with a view to selling what they obtain at a 
small premium before any further instalments are due. 
Issues are generally made on attractive terms compared 
with current market prices, and their appearance is 
followed up by a demand from disappointed applicants. 
The result is that Stock Exchange dealings frequently 
commence at a premium and, as the stags have to 
employ no further capital than their application money 
and the first instalment, they tend to wax fat on a 
small margin of capital and so to multiply in number. 

There are, however, certain characteristics about 
their applications which enable scrutineers to identify 
them fairly easily and accurately, but is a very 
open question if such scrutiny is worth while. It 
means additional work and an error of judgment may 
give offence, but on the other hand stags are not liked, 
for not only do they complicate forecasting the prospects 
of new issue business by abstaining entirely from some 
issues and strongly supporting others, but they crowd 
out genuine investors, so forcing them to buy in the 
market at a premium what they might have been allotted 
in the issue. 

The decision as to allotment will not have taken 
long, and the staff are soon at work again. There is 
nearly always an instalment due upon receipt of the 
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allotment letter, and if the application has been reduced 
considerably, the deposit money may be enough, or 
more than enough, to pay this and a balance may be 
due to the applicant. So the first thing is to mark 
the application forms with the amounts due to be paid 
or to be returned. As soon as a few of these are done, 
the work of writing out the allotment letters, and any 
cheques which must accompany them, is put in hand. 
To save time everything possible is printed beforehand, 
including even the amount of the allotment where 
practicable. As each batch of allotment letters is 
completed, they are checked and placed in envelopes 
ready to be posted. It may be noted that, even when 
dispatched, the bank has not by any means seen the 
last of them. They will all come back again as instal- 
ments become due, for the receipt-forms printed on 
them to be completed, and each such occasion will be 
a faint repetition of the day of issue. 

At some convenient time the brokerage due to 
banks and stockbrokers, whose names appear on applica- 
tion forms as indicating that they have introduced 
the applicants, must be calculated and paid. This 
is usually about one-eighth per cent. on stock and 
three halfpence or three pence per {1 share. 

Allotment letters are issued in the name of the 
applicant or in some cases in blank. The latter are 
transferable by delivery. There is some doubt whether 
the former are legally transferable in this way, with 
or without endorsement, though it has commonly 
been done. Allotment letters in industrial issues usually 
have a form of renunciation endorsed which has to 
be signed over a sixpenny stamp by the transferor. 
Until the instalment payable on allotment is paid, 
the letters are not a good delivery on the Stock 
Exchange. 

Owing to the number of changes of ownership 
during the first few months it is not practicable to 
commence a permanent register of holders until the 
stock or shares have settled down to some extent into 
the hands of those who intend to keep them. Many 
of them will be sold at once by stags and bought and 
sold by other speculators and many will be returned 
to be “split” into smaller denominations to permit 
GG 
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the sale of a part or parts. This means the substitution 
of two or more fresh allotment letters and the corre- 
sponding amendment of the allotment sheets. On a 
certain date after all the instalments are paid (payment 
in full may generally be made under discount if desired), 
the allotment letters are exchangeable for the so-called 
definitive security, namely, bonds, stock or share 
certificates, as the case may be, and the holders are 
formally registered. 

In the case of stock it is not unusual to exchange 
allotment letters at an early date for provisional 
scrip certificates of definite denominations in “ bearer ” 
form. These certificates also may have receipt forms 
relative to unpaid instalments and may bear coupons 
for the interest due on the amounts actually paid up 
by the first interest date. Scrip in its turn will be 
exchangeable for definitive bonds or stock in inscribed 
or registered form. The issue of bearer scrip in 
convenient units certainly facilitates dealings in the 
new stock at a time when much of it has yet to find 
a permanent home, but the revelations in the Hatry 
trial show that the practice lends itself readily to 
abuse if the issue of scrip is in unscrupulous hands. 
It is considered by some that the use of provisional 
scrip is dying out; and, if so, the Hatry forgeries and 
the reflection they inspire will probably hasten the 
process. 

It will be realized from the foregoing that the issue 
of a loan of, say, a million pounds to a couple of thousand 
subscribers involves a fair amount of work mainly 
at high pressure; work, moreover, in which no mistakes 
can be permitted. 
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Legal Notes 


The Courts lately have not been concerned with any 
important point of banking law. Many may arise and 
are dealt with by the ordinary process of the legal depart- 
ments of the banks. But litigation is less in favour now 
than for many years past. There are, we fear, the usual 
run of proceedings—often under Order XIV for summary 
judgment—for debts due on account and upon guarantees, 
but no very serious litigation of importance to bankers has 
appeared. One of these cases by specially indorsed writ 
is of some little interest. We refer to a claim by Lloyds 
Bank, Ltd., against Hatry and Daniels, the two swindlers 
now serving terms of penal servitude. A sum of £80,000 
was Claimed as balance of principal and interest due on a 
joint loan to them of {£100,000 in June 1929. The 
Master and a judge on appeal from him gave liberty to the 
bank to sign final judgment for the amount and costs 
since there was no defence. On behalf of Daniels 
however, the Court of Appeal was moved to set the order 
aside. Whilst one may have some sort of sympathy with 
those interested in protecting Daniels’ estate, it is obvious 
that rarely can there have been an appeal less likely to 
succeed, and the Court of Appeal of course dismissed the 
matter. It was not disputed that Daniels was solvent, 
and according to his affidavit down to June, 1929, 
he had no liabilities and was possessed of securities worth 
not less than £250,000. But in that fateful month the 
Hatry group, in which he was interested, needed support, 
and Daniels borrowed money and pledged securities. On 
his various loan accounts with the bank it appears that 
there was, at the time of the crash, due to the bank 
£88,000, and the securities held by the bank stood at 
£169,000. He was credited on the writ with {22,699 of 
realized securities. It was argued that the case was not 
one for summary judgment, but one is not surprised to 
find the Court of Appeal deciding that no defence was 
disclosed to the claim of the bank. The amount, however 
secured, was due and owing. But a gallant effort was 
made to set up two grounds of alleged defence: (a) that 
in this very ordinary banking transaction it was an implied 

GG2 
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term of the contract that in the first place the bank should 
have recourse to the security lodged with them; (0) that 
the bank were really in the position of mortgagees in 
possession as they were in possession of the securities and 
were not entitled to sign judgment until an account had 
been taken. We need scarcely say that counsel for the 
bank were not called upon to refute such ridiculous sugges- 
tions. The summary procedure under Order XIV must 
be employed with care, and where there is even a plausible 
defence it is usually allowed to be argued. But one only 
has to read those above to see that they were not 
capable of any realargument. Finally, a stay of execution 
was sought to allow time for the realization of the 
securities. This was also refused. It was a perfectly 
plain case of a debt due and owing and no defence. 


Echoes of war claims still are heard in the land and 
occasionally we are treated to judgments of the Anglo- 
German Mixed Arbitral Tribunal of some little interest. 
The other day, for instance, four pre-war employees of 
the London agency of the Deutsche Bank had their 
claims for interest upon contributions made by them to 
the bank’s pension scheme dismissed by that Tribunal. 
Before the war they had contributed certain amounts and 
in the clearing procedure under the Treaty of Versailles 
had been repaid these contributions but without interest. 
This interest they claimed under Article 296 of theTreaty 
at the rate of 5 percent. There appear to have been two 
points. First, by a clause in the conditions of the 
insurance, if repayment of premiums were demanded 
(which might be when a contributory left the service of 
the bank), such repayment was to be net and without 
interest. Did that condition apply to the London agency 
servants? That was argued but apparently not pressed. 
The second point was held to be conclusive, namely, 
that the exercise of the option to have the premiums 
returned was not exercised before January, 1920, the date 
of the coming into force of the Treaty. Now no money 
became repayable to the claimants until they gave 
notice to the bank of their wish to exercise the right of 
repayment, and as this notice was given after the date of 
the Treaty coming into operation the claims did not fall 
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under Article 296 and paragraph 22 of the Annex. The 
Tribunal so found. 

Another case being heard by the same Mixed Tribunal 
has given rise to interesting developments. The claim 
was by the Iraq Petroleum Company, Ltd., formerly the 
Turkish Petroleum Company, Ltd., a British national, 
against the Deutsche Bank for the return of 20,000 fully 
paid {1 shares or in the alternative their par value, 
£20,000. The claim arose out of an agreement made in 
Ig12 whereby the bank agreed to hold in trust for the 
claimants certain interests and rights in respect of pro- 
specting, mining, producing and refining of mineral oil 
in the Ottoman Empire, in Europe and in Asia, and also 
to furnish all maps and information, etc. In considera- 
tion of this declaration of trust the claimants before the 
war allotted to the bank the 20,000 fully paid shares in 
question, but the bank had not been called upon to 
legally transfer the rights and interests held in trust for the 
claimants. In July, 1928, the Turkish Petroleum Com- 
pany claimed from the Tribunal a declaration that the 
agreement was not dissolved by the declaration of war on 
August 4,1914. This claim was dismissed. The Tribunal 
held that the contract had been dissolved, but gave special 
leave to the company to prosecute the present claim for 
the shares or their value, and it was contended that 
although the agreement was dissolved there remained as 
a “pecuniary obligation,’ excepted from the usual 
consequences of dissolution, a claim for the value of the 
shares. As the shares had in fact been seized during the 
war and vested in the Custodian for Enemy Property and 
subsequently sold, the actual return of shares would be 
impossible, and the claim came down, therefore, to the 
value of the shares, £20,000. The actual principle 
involved was whether (as had seemed to be supported by 
some decisions) the Treaty itself was subject to the 
implied doctrine of “unjustified enrichment” and 
refunding of the same, or, whether such problems were 
to be solved by the municipal law (i.e. in this case the 
German law) applicable apart altogether from the Treaty 
provisions. The Tribunal have now decided clearly that 
the latter view is correct. They hold that there was 
nothing in the Treaty to indicate that its framers in this 
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respect intended to substitute the provisions of the Treaty 
for the private law of the High Contracting Parties. By 
German law the bank were liable to refund to the claimants 
what they had received in so far as they had been 
“enriched” thereby. Having decided the principle by this 
interlocutory judgment they have directed the claimants, 
the bank and the British Government agent for the 
information necessary upon which to base their final judg- 
ment on the points (1) Have the bank been “ enriched ” 
according to German law? (2) What is the material 
date at which enrichment is to be decided? (3) the 
amount of any such enrichment. 


The new voluntary winding-up provisions of the 
Companies Act, 1929, have not been in operation long 
enough to allow of any very useful criticism of their 
effect in practice. But a correspondent reminds us that 
the matter will need careful watching. Briefly put, a4 
voluntary winding-up is “a creditors’ winding-up”’ (i.e 
controlled mainly by the creditors) unless a statutory 
declaration is made by the directors (or a majority where 
there are more than two directors) to the effect that they 
have made a full inquiry into the affairs of the company, 
and that having so done they have formed the opinion 
that the company will be able to pay its debts in full 
within a period, not exceeding twelve months, from the 
commencement of the winding-up. This involves some 
little of prophecy and gives scope for optimism. It will 
be interesting to see how many voluntary liquidations are 
accompanied by this declaration with the result of 
removing the active and immediate control of the winding- 
up from the hands of the creditors. More especially is 
there need to watch the matter, because section 188 of 
the 1908 Act is expressly repealed. That section made 
it compulsory to call a meeting of creditors in every volun- 
tary winding-up, with a right of such creditors to appeal 
to the Court if they thought the members of the company 
had appointed an undesirable liquidator. Now, wherever 
the statutory declaration is made that poweris gone. One 
could imagine declarations being too readily and optimisti- 
cally made in cases where creditors really are likely 
to be concerned. 
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We have thought that the new system introduced by 
the Agricultural Credits Act of 1928 was likely to work 
well in giving to farmers the valued long-term and short- 
term credit. Certainly inquiries go to show that at least, 
so far as the new floating charge security for short-term 
accommodation goes, it afforded a really useful oppor- 
tunity for a farmer to obtain his necessary working capital 
through his ordinary bank. The promoters and sup- 
porters of the Act had it in mind that it would help to 
direct more business capital into farming and do something 
to “tone up” the agricultural industry. Bankers 
operating in farming areas can certainly never be blamed 
for refusing any reasonable facilities, especially with the 
aid of the simple and yet comprehensive security available 
under the Act. It is clear, however, that much more 
drastic proposals involving State assistance are in the air. 
It is interesting to note in this connection a speech made 
by the Conservative member for the Basingstoke Division 
of Hampshire a few days ago at a gathering of Conserva- 
tive organizers and speakers. Lord Lymington is, himself, 
a farmer and no doubt speaks with considerable knowledge 
of that important industry, but his suggestions are, to say 
the least, startling. His basic proposition is that with 
agricultural profits as they are to-day, capital is far too 
dear for the farmer. He suggests the establishment of 
a £50,000,000 Agricultural Development Fund and “a 
central land bank with local co-operative branches 
knowing local conditions and loca] farmers who would lend 
money at 2 per cent. as long-term loans and, say, 3 or 
4 per cent. on short-term loans per annum.” These land 
banks, he thinks, should be largely in control of agricul- 
turists themselves, but managed by first-rate business 
men and there should be very strict regulation as to how 
the farmer employed the credit so offered. Moreover, 
Lord Lymington says the farmer should be encouraged to 
farm on really business-like lines, with money to employ 
the ablest managers, and co-operative selling organizations 
for beef, dairy produce, mutton, wool and cereals. 

Now, apart from this provision of cheap capital on 
unbusinesslike terms, the system aimed at by the 
Agricultural Credits Act was thought to be a good one. 
In constant association with a bank manager who knows 
the local conditions and the local farmers there is much 
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encouragement to a more businesslike habit among 
farmers who avail themselves of the advantages offered. 
Nor is there any real connection between the provision 
of cheap capital and co-operative selling. Co-operation is 
possible now technically. The difficulty is generally the 
ordinary farmer himself. Subsidized banks largely 
under the control of the customers themselves do not 
strike one as a very promising start for businesslike 
organization. 





Insurance Companies and Deposits 


N last month’s BANKER an attempt was made to 

I explain that section of the Road Traffic Bill which 

deals with the insurance of third-party risks and the 
effects that the Bill is likely to have on the business of 
British insurance offices. But there was one provision 
of the new Bill in its dealing with insurance that was not 
touched on—the provision for deposits; and as this 
piece of legislation embodies a principle of very great 
importance to all insurance companies, not merely in 
Great Britain but in almost every country of the world, 
we may return to this section 41 of the new Traffic Bill 
and use it as a jumping-off ground for the consideration 
of the whole question of deposits exacted from insurance 
companies as a prelude to the giving of cover. It is an 
aspect of insurance that the general public very seldom 
contemplates, but for years it has engaged the anxious 
thought of the directors of insurance companies and 
has had a very great influence on the recent course of 
insurance history. 

Section 41 says, inter alia, that :—-‘‘ Every assurance 
company carrying on or intending to carry on motor 
vehicle insurance business shall deposit and keep deposited 
with the Accountant-General the sum of fifteen thousand 
pounds whether or not it carries on any other class of 
business.’ 

That is the most recent of the several demands of 
Parliament for deposits as guarantees of the solvency of 
insurance companies, the history of which may sketchily 
be summarized as follows :— 

Until about half-way through the nineteenth century, 
extraordinary little thought or care was taken for the 
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solvency of insurance companies, and it would appear 
that any group of men who chose to band themselves 
together and call themselves an insurance office could 
make any contracts that they liked with any members 
of the public without any kind of certainty or security 
for the fulfilment of the contracts as they fell due. In 
“‘ Martin Chuzzlewit,”’ Dickens, who, with all his seeming 
extravagance, had a knack of keeping close not merely 
to human nature but to the facts of the world in which he 
lived, tells the story of the Anglo-Bengalee Disinterested 
Loan and Life Insurance Company, in which Mr. Montague 
Tigg found an outlet for his financial ability and a happy 
medium for self-expression. The premises were magnifi- 
cent, as the premises of insurance companies and under- 
writers are still apt to be; the board-room had a Turkey 
carpet, a portrait of Tigg Montague, Esq., as chairman, 
a very imposing chain of office, and a porter standing 
bolt upright behind the chair to form “‘a warm back- 
ground of waistcoat.’ Lunch was handsomely served 
with a profusion of rich glass, plate and china which 
showed that eating and drinking on a showy scale formed 
no unimportant item in the business of the directorship. 
Business was brisk and satisfactory, and the chairman 
claimed to know exactly how many of the pedestrians 
in the street would come and insure their lives merely 
because they found the office staring them in the face, 
“knowing no more about it than they did of the Pyra- 
mids.’’ And the assets? Let the chairman tell us :— 
“At the start we had a couple of unlucky deaths that 
brought us down to a grand piano. I give you my 
sacred word of honour that I raised money on every 
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other individual piece of property and was left alone 
in the world with a grand piano.” 

With the business of life insurance being carried on 
in this happy-go-lucky way it is not surprising that 
failures and bitter disappointments were fairly common; 
and in the year 1868 a company called the Albert Insur- 
ance Company reached the grand piano stage and col- 
lapsed in such a way as to raise a very considerable 
scandal and evoke a spirited demand for some kind of 
control that would make that particular kind of scandal 
rarer and more difficult. The Government took action, 
and in the year 1870 the Life Assurance Companies Act 
was passed which for the first time imposed on insurance 
companies the duty of depositing funds with the British 
Government. The terms of the Act were that every 
company transacting the business of life insurance in 
Great Britain must deposit with a Government depart- 
ment a sum of £20,000 or securities equivalent thereto, 
but that after the life funds had reached £40,000 the 
securities might be demanded back by the company, 
so that in effect every life company had to leave £20,000 
as security with the Government until its life fund 
amounted to double that figure. 

So the law stood for thirty-seven years, and then, 
under the influence of the new social legislation which 
marked the period from 1907-1914, steps had to be 
taken to protect the position of the workman whose 
master was liable to him in the event of injury arising 
“out of and in the course of his employment,” but 
might be unable to fulfil that liability if the assurance 
company with whom the risk was insured proved to be 
insolvent. For this reason, in 1907 a second Act was 
passed bringing Employers’ Liability insurance into the 
Life Assurance Companies Act. So now we have two 
kinds of insurance subject to the Government’s demand 
for deposit—life and employers’ liability. 

Appetites grow with feeding, and, in 1909, another 
more comprehensive Act was passed—the Assurance 
Companies Act—which imposed, with many subtle limita- 
tions, still further liabilities on assurance companies in 
the direction of deposits. In the first place the right 
of a life insurance company to recover its deposit as 
soon as the life fund reached £40,000 was withdrawn, 
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and all companies granting life policies had to retain 
continuously their deposit with the Accountant-General. 
Another deposit of £20,000 had to be made for fire and 
for every other class of insurance business that came 
within the scope of the Act, but the effect of these drastic 
demands was considerably reduced (a) because a com- 
pany that had deposited funds for fire business was to 
be deemed to have deposited them for other classes of 
business, and (6) because no company doing business in 
this country before the year 1909 was called upon to 
make the deposit. In this way the Act is a curious one, 
and, at first reading, even more misleading than most 
Acts of Parliament; for having imposed enormous re- 
quirements in clause 1 it devotes clause 2 to explaining 
that they don’t really apply. The chief practical effect 
of the Act was to check the growth of new companies and 
to give old derelict concerns started before I909 a famine 
value, so that shareholders who had long written off 
insurance holdings as worthless, found their bread return- 
ing from the waters unexpectedly and delightfully after 
many days. 

At first sight this deposit system seems reasonable 
enough. If a company proposes to take premiums from 
the public is it not right that the Government should 
protect the public and by taking this deposit should 
retain some guarantee of the solvency of the assurance? 
Let us leave on one side for the moment this question 
of guarantees for solvency and consider the question 
of deposits rather from the international than from the 
insular point of view; for Great Britain is not the only 
country in which people insure or the only country that 
wants to take reasonable precautions for its insuring 
public. Other countries in all parts of the world and 
other States in other countries want to do the same thing, 
and have no hesitation in doing it. If Great Britain 
requires a deposit of £20,000, why should not Turkey 
or Argentina or the Province of Quebec or Queensland, 
or the State of Connecticut? There is no reason and, in 
fact, during the last twenty or thirty years the deposit 
habit has become increasingly popular everywhere, and 
the total value of the funds deposited with the various 
governments of the world by British insurance companies 
and their subsidiaries now amounts to an astonishingly 
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large figure. In a recent lecture given to the Insurance 
Institute of London, Mr. G. F. Johnson, assistant secre- 
tary to the Fire Offices Committee, quoted a calculation 
based on the actual deposits in force throughout the 
world, and this is the extraordinary result he gave. A 
company that transacted fire insurance business in 
every one of some fifty countries would be required to 
deposit with the governments concerned a sum of £560,000. 
If in addition to its fire department the company wanted 
also to have a marine and accident department in every 
country, the amount would be doubled and the deposits 
would amount to {1,120,000. To carry on insurance 
business on this scale calls for one million one hundred 
and twenty thousand pounds placed in cold storage, 
immobilized, useless as working capital. 

It is a short and easy step from the exaction of 
deposits as security to the demand for deposits as a 
protective barrier, and from protection by deposits to 
protection by discriminating laws; so that insurance 
which should be as international in character as anything 
in the world becomes the plaything of protection, 
not merely country by country, but State by State, and 
province by province. Insurance which exists to transfer 
loss should be and, if man were governed by reason, 
would be a wide international field open everywhere to the 
movements of capital and enterprise. It is to-day more 
like a suburban building plot cut up by fences into petty 
little areas each guarded by a barking dog to keep the 
neighbours on their own side of the fence. It ought to be 
(what is so often called) the handmaid of commerce, and 
it has become the handmaid of the narrowest kind of 
nationalism. The system does not add to the strength 
of the companies, but rather detracts from it, for an 
insurance office that has been forced to bury its funds 
in twenty different countries on the understanding that 
every separate bundle must remain in the particular 
tomb in which it has been deposited, is obviously in a 
weaker position than a company which can maintain 
all its funds in a central reservoir ready to flow at need 
to any country afflicted at any moment with disaster 
or calamity. And when a disaster of the first order, such 
as the earthquake at San Francisco, strikes a country, 
the restraining influence, the impulse that makes the 
insurance companies pay their policy-holders, springs 
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not from the thought of its deposits, but from jealousy 
for its own good name. A company that needs deposits 
to make it pay its debts is a very poor concern. 

As the deposit system is now bone of the bone and 
flesh of the flesh of protective nationalism it may perhaps 
be unpractical to suggest an alteration. But if at any 
time it should be borne in on the governments of the 
world that insurance is an unsuitable medium for the 
protective spirit there should be no difficulty in securing 
the interests of the national policy-holder in a way 
other than the deposit system. It would be possible, 
and with good-will it should be easy, for an international 
body working, perhaps, under the League of Nations 
to inaugurate and maintain a world-wide list of insurance 
companies which have given such proof of strength, 
stability, and character as will justify their doing insur- 
ance business on international lines. As Lloyd’s under- 
writers have every year to pass their audit and reach 
a standard of financial strength set up for them by the 
Board of Trade and the Committee of Lloyd’s, so insur- 
ance companies could be called on by the international 
committee to prove their strength and their character 
and indicate year by year their claim to be regarded as 
sound international companies. Under this system the 
interests of the national policy-holders would be protected 
at least as fully as they are to-day, and the freedom won 
by the insurance companies would not only increase 
their strength, but greatly increase their enterprise 
and initiative on which the value of insurance so largely 
depends. 
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International Banking Review 
FRANCE 


HE annual meeting of the Bank of France was 
held on January 30. Gross profits for the year 
ended December 24, 1929, amounted to 
1,822,823,000f., while net profits, after deducting 
864,680,000f. as cost of administration, 16,400,000f. 
bonus for the staff, and other amounts, was 406,197,000f. 
A net dividend of 52 per cent. was declared, requiring 
an amount of 94,900,000f. The bank’s 182,500,000 
shares were reported to be held by 31,026 persons, 
of which only 173 held more than 100 shares. The 
annual report of M. Moreau, Governor of the Bank, 
contained some very interesting references to the circum- 
stances which resulted in the heavy withdrawal of gold 
from London and New York. It stated that during 
the first half of the past year, higher interest rates 
abroad attracted considerable amounts of French capital, 
although the effect of the transfers of funds abroad 
upon the Bank of France’s reserve was comparatively 
moderate. From July, however, circumstances com- 
bined to reverse the tendency of the exchange and to 
maintain it constantly in favour of France during the 
whole of the second half of the year. This is explained 
as being the result of tourist traffic, increased domestic 
requirements for funds, and the Wall Street crash. In 
consequence of the firmness of the franc, gold was 
imported and sold to the Bank of France which, in virtue 
of its statutes, was compelled to buy it. Asa result, 
its metallic reserve has increased by more than 5 milliard 
francs. The report emphasized that since June last 
the Bank did not take the initiative for acquiring 
gold, nor did it intervene at any moment on the foreign 
exchange market for the purpose of accelerating the 
import of the metal. The Governor declared that 
the day when under the pressure of the rise in the 
exchange rates gold is demanded from the Bank, it 
will be allowed to pass out as freely as it has been 
allowed to enter. 
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The text of the statutes of the new Banque Francaise 
d’Acceptation is now published. Article 3 states 
that the bank’s object is to help commerce and 
industry in France and abroad to obtain the credits 
they require by means of accepting bills. The capital 
of the bank is 100,000,000f., divided into 50,000 shares 
of 2,000f. nominal. The board of directors consists 
of MM. Raoul-Louis-Charles Sergent (chairman), MM. 
Andre Bachuet, Paul Baudouin, Jean-Louis Brun, 
Etienne Chauvy, Felix Delaborde, Henry Dewez, Edouard 
Escarra, Joseph Heraud, Emile Oudot, and Alfred 
Savey. 


GERMANY 


As a result of the replacement of the Dawes Scheme 
by the Young Plan, preparations are being made for 
the revision of the statutes of the Reichsbank, while pro- 
visions are also in hand for the co-operation of the 
Reichsbank with the Bank for International Settlements 
for the execution of the Young Plan. The number 
of the members of the General Council established 
by the Dawes Scheme is reduced from 14 to 10, and 
in future it will consist exclusively of German citizens. 
The post of the President will be in future less independent 
of the Government. While at present the veto of the 
President of the Reich against the election of the 
President was merely nominal, in future it will become 
effective. Another important change is the establish- 
ment of the effective gold standard. While up to now 
the clause providing for the conversion of the notes 
into gold and foreign exchanges was suspended, hence- 
forth it will become operative. No gold coins will 
be issued. The new statutes do not settle the problem 
of the participation of the State and of the share- 
holders in the profits of the Bank, or the fate of 
the rentenbank notes. 

In spite of easier monetary conditions, the wave 
of failures among small private banks continued during 
the past month. The definite accounts of most banks 
which failed during the last few months are much 
less favourable to the creditors than was generally 
anticipated. The Spar und Kreditanstalt fur Deutsche 
Beamte und Angestellte A.G. which was established 
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recently under the auspices of the Deutsche Bank 
has declared itself prepared to guarantee 30 per cent. 
of the claims against the Bank fur Deutsche Beamten 
G.m.b.H. and the Reichsbundbank Berlin A.G. which 
suspended payment last year. As a result of this 
offer, it may become possible to avoid bankruptcy. 
The Kreditbank Lubeck G.m.b.H., supported by the 
Dresdner Bank, has undertaken to pay part of the 
claims against the Lubecker Bank fur Handel und 
Gewerbe which suspended payments last year. The 
former will take over the latter’s business. 


ITALY 


The net earnings of the Banca Agricola Milanese 
for 1929 amounted to 3,499,840 lire. The dividend 
has been fixed at 16 per cent. The bank’s turnover 
in discounts amounted to 1,300 million lire. At the 
end of 1929, the bank’s capital and reserves amounted 
to 33,400,000 lire, while its security holdings amounted 
to 198,522,000 lire. The Banca Popolare di Milano 
declared a dividend of 12 per cent. The net earnings 
of the Banca del Piccolo Credito Novarese amounted 
to, 2,533,000 lire for 1929. A dividend of 15 per cent. 
has been declared. The dividend of the Banca Popolare 
di Novara has been fixed at 8 lire, and that of the 
Banco Ambrosiano has been fixed at 11 per cent. The 
Banca di Legnano declared a dividend of 12 per cent. 


SWITZERLAND 


The Luzern banking firm, Crivelli & Co., suspended 
payments. Its liabilities amount to 1,512,000f. against 
which there are assets of 1,320,000f. The causes of 
its difficulties are believed to be losses on foreign 
exchange operations. Although the failure is not very 
important it has created a very unfavourable impression 
in local business circles, as, having been established 
in 1803, it is the oldest bank in Luzern. 

The net profits of the Berner Handelsbank amounted 
to 472,000f. against 480,o00f. for 1928. The dividend 
remains at 7 per cent. The net earnings of the Bank 
in Zofingen amounted to 587,000f. against 583,oo0f. 
for the previous year. The dividend remained un- 
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changed at 7 per cent. The Handwerkbank Basel 
earned a net profit of 1,171,000f. against 1,099,000f. 
in 1928. It maintained its dividend at 8 per cent. 
The Volksbank in Horchdorf increased its net earnings 
from 309,000f. to 315,000f. The net profits of the 
Solothurner Handelsbank amounted to 349,000f. for 
1929, as compared with 347,000f. for 1928. The Union 
Financiere de Geneve, which increased its capital to 
50,000,000f. last year, maintained its dividend at 8 per 
cent. 
BELGIUM 

The National Bank of Belgium fixed its dividend 
for 1929 at 125f. against 105f. for the previous business 
year. Its earnings during the second half of 1929 
amounted to 191 millions against 168 millions for the 
first half of the same year. The net profits of the 
Banque de Bruxelles amounted to 67,366,oo0of. for 
1929 against 65,900,000f. for 1928. The dividend has 
been raised from 13 per cent. to 14 per cent.; 800,000 
shares will receive the full dividend, while the newly 
issued 400,000 shares will only participate in profits 
from next year. M. Despret, President of the bank, 
resigned his post, and was appointed Honorary President. 


SPAIN 


The negotiations for the amalgamation of the Banco 
Central and the Banco Internacional have been suspended, 
and it is believed that the whole plan will have to be 
dropped owing to difficulties of conciliating the con- 
flicting interests. 

The total turnover of the Madrid Clearing House 
in 1929 amounted to 36,382,698,000 pesetas. The Banco 
Hispano-Americano maintained its lead, while the Banco 
Espafiol de Crédito and Lazard Brothers & Co. occupy 
the second and third positions. 


DENMARK 


In view of the large number of banking suspensions 
during the last few years, the Government has introduced 
a Bill revising the existing banking legislation, and 
establishing a system of restrictions and reinforced 
inspection. The measures are directed especially against 
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the creation of new banks, as out of 63 new banks 
established between 1916 and 1920 no fewer than 24 
got into difficulties. In virtue of the new Bill, in 
future no bank can be established without the special 
permission of the Minister of Commerce. Their capital 
will have to amount to at least 400,000 kroner. The 
existing banks will have to raise their share capital 
to at least 200,000 kroner before the end of 1934. A 
new organ will be created with the participation of the 
National Bank as well as other banks, which will have 
wide powers of inspection. It will be forbidden for 
directors, managers and employees of banks to speculate 
or to accept seats on boards of an industrial under- 
taking. A minimum cash reserve will be fixed, which 
will vary according to the size of the bank. No bank 
is allowed to engage more than 35 per cent. of its 
resources in any particular enterprise. There are, how- 
ever, a number of exceptions from this rule. The 
Bill is expected to become operative on October I, 1930. 

The Government received out of the profits of the 
National Bank for 1928-29 an amount of 1,546,000 
kroner, against about 600,000 kroner for the previous 
business year. During 1924-25 to 1927-28, the surplus 
of the Bank was used for the purpose of covering losses 
suffered by the Bank on its foreign exchange holdings 
by the re-establishment of the gold parity of the krone. 
The amount used for that purpose out of the profits 
for 1927-28 was 5,105,000 kroner. 


SWEDEN 


The net profits of the Riksbank for 1929 amounted 
to 21,880,000 kronor, against 19,290,000 kronor for 
1928. The increase was due to the general prosperity 
of Swedish trade during the past year. For the same 
reason, other Swedish banks showed also an increase 
of their net profits. The Skandinaviska Kreditaktie- 
bolaget increased its net earnings from 10,660,000 
kronor in 1928 to 16,170,000 kronor in 1929. It has 
increased its dividend by 2 per cent. Several other 
banks are also raising their dividends by one to two 
per cent. The Svenska Handelsbanken has declared 
12 per cent. against Io per cent. last year. 
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NORWAY 


Foreign creditors of the Centralbanken for Norge 
have taken steps to initiate a legal action to obtain 
the payment of their claim. In 1923, during the banking 
crisis in Norway, Mr. Berge, the State Minister, made 
a declaration to reassure the foreign creditors of the 
bank, which is now being interpreted as a basis for a 
claim against the Government for the unpaid balances 
of the claims. As the foreign creditors have only 
received 85 per cent. of their total claims of 57 millions, 
they are now claiming the remaining 15 per cent. plus 
loss of interest on the whole amount involved. The 
first legal action was started by the Paris banking firm, 
Steen Freres. A group of 70 creditors is suing the 
Government for 7,000,000 kroner. 

The Department of Finance has agreed to the 
reconstruction of the A.S. Den Nordenfjeldske Kreditbank 
under public administration, in accordance with the 
plan elaborated by the board. New capital to an 
amount of 4,000,000 kroner will be provided. 


DANZIG 


As a result of the fusion of the Deutsche Bank 
and the Disconto-Gesellschaft, the Danziger Bank A.G. 
and the Danziger Allgemeine Verkehrsbank will be 
absorbed by the Danzig branch of the Deutsche 
Bank-Disconto-Gesellschaft. The former’s share capital 
is 1,000,000 gulden and the Verkehrsbank’s share capital 
is 300,000 gulden. 


LATVIA 


The net profits of the Bank of Latvia for 1929 are 
expected to be approximately as large as those for the 
previous year. It is believed that the amount written 
off for bad debts will not exceed 900,000 lats, while 
approximately a similar amount was collected on account 
of claims written off in previous years. 

Among the 11 Latvian joint stock banks, 11 are 
controlled by foreign interests. Apart from German 
banks, British, American, Dutch, Russian and Estonian 
interests hold participations in Latvian banks. 

HH 2 
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FINLAND 


The Bank of Finland earned a net profit of 
150,700,000 marks for 1929, against 144,000,000 marks 
for 1928. Half of last year’s profit is transferred to 
the reserve fund and half is placed at the disposal of 
the Diet. 

The Atlasbank of Helsingfors got into difficulties, 
owing to losses on credits granted to building enter- 
prises. The Aktiebank of Helsingfors has acquired the 
control of the bank, and has guaranteed its deposits, 
amounting to about 130,000,000 marks. 


HUNGARY 


The net earnings of the Hungarian Commercial 
Bank of Pesth for 1929 amounted to 6,009,140 pengo, 
against 5,805,157 pengo for 1928. A dividend of 7 pengo 
per share has been declared. Deposits increased by 
42 million pengo, but current accounts declined by 
14 million pengo. The First Fatherland Savings Bank 
of Pest increased its net earnings from 3,400,000 pengo 
in 1928 to 4,049,000 pengo in 1929. 

The time limit for the exemption from duty of fusions 
between banks has been extended until July 1, 1930. 
Up to now, only three banks availed themselves of the 
exemption. 

ROUMANIA 

As a result of the intervention of the National 
Bank, the banking crisis in the provinces, especially 
in Timisoara, has been checked. Negotiations are now 
in progress under the auspices of the National Bank 
to bring about the amalgamation of a number of 
provincial banks. In addition, negotiations are also 
being carried on for the amalgamation of several 
Bucharest banks, with the participation of foreign 
banks. The Banca Marmorosch Blank & Co., Bucharest, 
has sold the controlling interest in the Temesvarer 
Bank und Handels-A.G., to a group including the 
British-Hungarian Bank. 


CHILE 


The profits of the Banco de Chile for the second 
half of 1929 amounted to 8,705,000 pesos, against 
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8,216,000 pesos for the second half of 1928. A dividend 
of 84 per cent. has been declared. 


PARAGUAY 


An agreement has been reached between the Banco 
de la Republica Oriental de Paraguay and the Government 
of the Republic in virtue of which the former renounces 
its note-issuing privilege. This arrangement is a pre- 
liminary step for the execution of a monetary reform. 


Restoring wee; eed in the 


By H. Parker Willis 


ROM the very beginning of the stock market collapse 
FE of 1929, the most important and interesting phase 
of the entire situation has been the way in which it 
affected the banks of the country, and the extent to which 
these banks and their condition tended to react upon the 
market situation in New York and elsewhere. It was 
recognized at the outset of the post-panic period that the 
main cause of the difficulty had been furnished by unwise 
and imprudent banking and credit extension, and that 
until this situation and its effects could be corrected, 
no permanent improvement would take place. Some 
authorities have also stated that one reason for not 
adopting a Reserve Bank policy that would have been 
stricter and more exacting, was the fact that to have done 
so would have brought on the panic at an earlier date. 
Such action, it is argued, would have induced bank 
failures at a time when the results of such failures must 
inevitably have produced a general lack of confidence, and 
so have prevented recovery from occurring as soon as it 
otherwise might. When the panic actually did occur, 
most of the New York banks were, in fact, found to be 
in a position which enabled them to furnish considerable 
assistance to their customers, as well as to other banks, 
and thus to tide over the immediate difficulties of the 
time. Most other banks, however, were in a less favour- 
able situation. There has been no very material increase 
in bank failures within the months since the panic, but 
it has become plainer, as time has gone by, that banking 
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reorganization and liquidation would be an essential 
element in recovery. Accordingly, the process of banking 
development since the panic has been watched with special 
care, in order to make sure of the true nature of the situa- 
tion, and of the wisdom of the efforts that were being 
made to correct it. 

A striking feature of the post-panic conditions is the 
slowness with which this process of liquidation has 
proceeded. Immediately after the first break in the 
market, there had been a sharp upward movement of bank 
loans upon securities. This lasted for two weeks or so, 
but was promptly brought to a close, and the volume of 
bank credit was then restored to its earlier level, at about 
the same figures which had prevailed just before the 
collapse. These figures during the remainder of the year 
did not greatly vary, but are now beginning to show sub- 
stantial alteration, as illustrated by the following tabular 
survey :— 


SUMMARY OF PRINCIPAL ASSETS AND LIABILITIES 
A summary of the principal assets and liabilities of 
weekly reporting member banks, together with changes 
during the years ending January 29, 1930, December 4, 

1929, and October 23, 1929, follows : 
(000,000’s omitted.) 

Change | Change Change 
Oct. 23, | during | Dec. 4, | during | Jan. 29,| during 


1929. |preceding] 1929. [preceding] 1930. |preceding 
year. year. year. 


Loans and_ invest- | $22,895 |+ $071 |$23,142 |+ $952 | $22,191 $17 
ments—Total. 
Loans—Total a 17,500 |+ 1,528 17,538 |+ 1,247 16,662 
On securities .. 7,920 |-+ 1,038 7,389 |+ 607 7,667 
All other ne 9,580 491 9,649 640 8,995 
Investments—Total 5,395 558 5,640 295 5,529 
United States 2,654 401 2,755 223 2,722 
Government 
securities. 
Other securities 2,740 2,849 
Reserve with Federal 1,725 1,766 
Reserve Banks. 
Cash in vaults iii 238 261 
Net demand deposits 13,314 C 13,714 
Time deposits ee 6,883 6,722 
Government deposits 131 33 
Due from banks .. 1,144 1,150 
Due to banks ei 2,685 2,900 
Borrowimgs from 554 580 
Federal Reserve 
Banks. 


72 2,807 
44 1,691 


- | 


8 232 
203 | 12,949 
109 6,913 

15 36 
41 1,028 
189 2,729 
205 193 


Beak a 
Beecse 
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These figures make plain the nature of the change that 
has been taking place in the banking situation. There 
has been an effort to bring about genuine liquidation, and 
as a result of it the amount by which loans on securities 
exceed those of the corresponding figure of last year 
has been steadily reduced. Thus, for example, at the 
beginning of December, 1929, total loans on securities 
made by the weekly reporting member banks of the 
Federal Reserve System were $7,889,000,000, an increase 
of $607,000,000 over the same date a year earlier, while 
on January 29, 1930, the total loans on securities were 
$7,667,000,000, an increase of only $221,000,000 over the 
loans on securities a year previous to that time. There 
had thus been a reduction of about 50 per cent. between 
these two dates in the amount by which loans on securities 
exceeded loans a year earlier, comparison being instituted 
between corresponding dates a year apart, while on the 
other hand there had been a reduction in aggregate amount 
by a nominal figure only in the actual total of such loans 
on securities. Between October and the end of January 
the total had been lessened by $253,000,000. 


Sale of Investments 


A glance at the investment item of the reporting banks 
is likewise necessary in order to understand the real 
situation. Just before the panic made its appearance in 
definite form on October 23, the investments of reporting 
member banks were stated (as of October 23) at 
$5,395,000,000. This figure was increased for the first 
report week in December (December 4) to $5,640,000,000, 
even this figure being about $295,000,000 less than it had 
been a year earlier. Not a few banks found themselves 
compelled during December to take on securities which 
were in distress and thereby to protect their clients, even 
though they were anxious, as soon as possible, to lighten 
theirown burdens. For January 29, the last report date in 
January, investments show an aggregate of $5,529,000,000, 
which is thus distinctly below the December figures 
already cited, although not as yet back to the level of 
October 23, 1929. During the month of January, therefore, 
it seems clear that there has been a fairly continuous 
and moderately successful effort to reduce the total of 
investments held by banks. The aggregate amount so 
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owned is now $524,0c0,000 less than at this time a year 
ago, and reduction appears to be proceeding quite steadily 
in this branch of bank operations. 


Change in Commercial Loan Position 


It is now necessary to glance at loans, other than those 
with specific security behind them, if we wish to get a 
reasonable idea of the true situation. The total of all 
loans made by the weekly reporting banks was on 
October 23, 1929, $17,500,000,000, which, after deducting 
those made on securities, left a total of “ all other ’’”— 
that is to say the loans predominantly made on commer- 
cial paper—of $9,580,000,000. For the first report in 
December (December 4) these “all other’’ loans had 
increased to $9,649,000,000, the enlargement being 
currently attributed to the fact that not a few business 
men had asked for assistance in carrying the security 
obligations and commitments which had fallen upon 
them by reason of the panic. In many cases in which 
brokerage houses were not willing to carry their customers 
further, the latter sought assistance from their banks 
direct, and the result was to give them help, sometimes 
on commercial paper or on the unsecured notes of the 
borrower, notwithstanding that the proceeds of the loan 
were to be used in protecting securities commitments 
already made. Comparison with the last repert made in 
January shows that these “ all other *’ loans had on that 
date (January 29) been reduced to $8,995,000,000; or, 
as compared with December, there had been a shrinkage 
of over $650,000,000, notwithstanding that, as compared 
with the October report already cited, the reduction was 
less positive, amounting as it did to about $585,000,000. 
Either reduction, however, is substantial under existing 
conditions, showing, as it does, that the commercial loans 
of the banks have been cut back very decidedly, and have 
reached a point that is materially below the level that they 
had reached late in October. The inference may fairly 
be drawn from this that the post-panic peak of so-called 
“commercial loans ’’ which had been developed in the 
process of helping out crippled borrowers has been 
eliminated and that in addition some definite lessenin 
has taken place in the volume of actual commercia 
credit for which the country has been asking. Another 
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reasonable inference is that the investment and secured 
loan accounts are now taking care of themselves without 
securing aid on the commercial side. 


Liquidation making Progress 

Thus viewed, the process of liquidation has quite 
evidently begun and has made some progress; while this 
progress was very much more pronounced during the 
month of January just past than at any preceding time. 
It may fairly be said, therefore, that during the three 
months succeeding the panic a large issue of post-panic 
or “ relief’ credit was first taken out, and then retired, 
and a process of actual reduction undertaken. The 
conclusion to be reached from this situation is wholesome, 
and indicative of substantial power of recovery on the part 
of the banks of the country. They have unquestionably, 
in ways that are not exhibited by mere statistics, been 
vigorously enforcing the idea of liquidation by urging 
upon their customers the necessity of doing their utmost 
to place their borrowings upon a sounder basis, and 
as far as possible to curtail them. 


Market Using Little New Credits 


The credit situation should also be viewed from the 
purely market standpoint. Brokers’ loans, as is well 
known, had reached just before the panic a high figure of 
about $8,550,000,000. The latest compilation made by 
the New York stock exchange as of conditions on January 
31, 1930, shows a general aggregate of loans just below 
$3,985,000,000, and also shows that during the month 
of January a net shrinkage of about $4,000,000 had 
occurred. It seems warrantable to think, therefore, that 
the two months after the panic brought brokers’ loans 
down practically to a fixed level; and that during 
the January process of liquidation and recovery there 
has been practically no disposition to enlarge speculative 
commitments. Whatever has been done during that 
period would seem to have been the product of purely 
investment effort rather than the result of any attempt to 
bring about artificial recovery through speculation on 
borrowed funds—since as just shown the total of borrowed 
funds was smaller during the third month after the panic 
than it was at the close of the second month. Analysis, 
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indeed, seems to show an absorption by the banks of 
brokers’ loans “ for account of others,’’ during January, 
by some $100,000,000, which should be added to the 
total of liquidation. Thus again the opinion seems to 
receive confirmation that, in the absence of new and 
unfavourable conditions, there will be a growth of 
stability of values, inasmuch as there has not been any 
evidence of a tendency to support them through the 
application of artificial credit. 


Increase of Values 

In spite of this fact, the month of January has shown 
a very decided increase in stock market price levels. 
According to an index of 100 selected stocks whose total 
value was about $29,443,000,000 at the opening of 
January, an increase during the month occurred in these 
same issues to the extent of $1,827,000,000, or about 
6-3 per cent. New issues of bonds during the month of 
January are estimated as having been approximately 
$660,000,000, and since, as already shown, banks have 
been disposing of investments rather than buying them, 
while loans of any kind have only moderately increased, 
the fair conclusion is to be reached that the absorption of 
the new securities for January, like the advance in the 
prices of stocks, took place without much reliance upon 
bank credit. Indeed, the community may fairly be 
viewed as having absorbed the new issues, and as having 
in addition taken off the hands of the banks a portion 
of their investments, thereby indicating the true 
character of the improvement of position. 


Application of Current Funds 

This improvement, coming as it does from the strictly 
investment side, may fairly be regarded as a ploughing 
back into the investment field of current incomes or 
savings-money received from interest and dividends 
(disbursements of which during the month of January 
are estimated as having been at least $1,250,000,000) 
with perhaps minor assistance obtained by withdrawing 
from savings banks funds previously accumulated there, 
and now availed of in order to take advantage of ‘‘ bar- 
gains ’’ supposedly offering themselves in the open market. 
That in turn indicates the existence of a very genuine and 
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substantial power of recovery, resident in the community 
itself, and independent of banking aid. The fact that, 
during recent weeks, there has been a steady decline in 
demand deposits and that such deposits are now much 
below what they were at the beginning of December, 
being $12,949,000,000 on January 29, as against 
$13,714,000,000 on December 4, 1929, reflects the disposi- 
tion of depositors to pay for securities by drawing upon 
their deposit accounts with the member banks in which 
their funds had been placed. 


The Rate Reductions 


The reduction of discount rates which was ordered by 
the Federal Reserve Bank of New York on February 6, 
when the rate was cut from 44 to 4 per cent., is un- 
doubtedly the reflection of this condition of liquidation. 
There has been throughout the month of January, a fear 
on the part of certain of the larger banks and market 
interests, that the process of clearing up the entire 
banking situation would be carried out much more 
thoroughly than some of them at least had wished or 
desired. This view had been taken not only by stock 
market interests, but also by businessmen. The business- 
men directors of the Federal Reserve banks (numbering 
three to each bank) have for some time past been anything 
but satisfied with the effect of the rate reductions that 
had been made by Reserve banks. Business men at large 
had been assured by President Hoover and others that, 
with the lessening of speculation and the cutting of 
brokers’ loans, funds would flow readily back from the 
market into business operations and into building. This 
expectation had of course no foundation, since the credit 
produced for the use of speculators in the securities market 
disappeared as soon as the inflation period was over. In 
fact, there has been no relief of the shortage of funds in 
other branches of business. As one of the most conserva- 
tive of the Federal intermediate credit banks has expressed 
the matter in a private statement :— 

“ In the last six weeks we have been receiving applica- 
tions for mortgage loans from farmers, which applications 
are prompted by local banks in order to liquidate their 
holdings. We have received such applications in the 
past, but frequently they were of a different character, 
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being loans which the local banks did not care to carry. 
At the present time, however, the need arises through 
the desire of the local bank to liquidate its mortgage 
holdings, and some of the very best of loans are being 
offered. We find this condition arising not only with 
national banks and trust companies, but even with the 
savings banks in some areas. Again, local funds for short- 
term loans to farmers seem to be particularly scarce at this 
time. During 1929 such loans were scarce, because the 
banks could more profitably employ their funds in the call 
market, but to-day the scarcity seems to be real. More 
and more are we finding that the Federal land bank is 
about the only source of new money for many farmer 
borrowers.” 

The situation so described is practically the same as 
exists in numerous industries other than farming, and 
applies particularly to building. There is an unquestion- 
ably “‘ frozen’ situation throughout the country, which 
has been only partially relieved, through the process of 
liquidation that has been going on during January, as 
already described. In spite of this fact, one of the larger 
New York banks in its monthly circular for February 1 
supports the prevailing stock market and speculative 
points of view, which regards the panic as having “ re- 
leased” a great deal of credit and thereby really bettered 
the banking situation. From this angle of vision, the 
main trouble now is found in public psychology, and 
the natural step to be taken in reviving public activity 
and interest is that of cutting rates of discount, as is 
being done by the Federal Reserve System at the 


present moment. 


The Outlook 

The rate cuts both in the United States and in Great 
Britain cannot have any effect upon business conditions 
as such, but are likely, particularly in the United States, 
to be chiefly reflected in a renewal of speculative activity. 
This prospect brings to the front the question which 
was raised by some of the more far-sighted observers at 
the time of the panic in October—whether the United 
States should have the courage to go through with a com- 
plete “‘ house cleaning,’ or whether that house cleaning 
should be limited or restricted to some preliminary steps, 
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so that a secondary boom, probably of short life because 
of the limited character of credit available, would succeed 
the panic, and would then quite probably be followed 
by a much more prolonged and more serious depression. 
This is the situation towards which the United States is 
now facing. The Federal Reserve banks by their cheap 
money policy have taken another step toward making the 
issue really crucial, since they appear to have committed 
themselves to the popular notion that stock market 
revival is necessary to the development of a hopeful 
business psychology, and hence to the adoption of 
courageous and forward-looking policies on the part of 
the commercial community at large. 















Gold Movements and Price 
Fluctuations 


By Joseph Caillaux 


(Sénaleur, ancien Président du Conseil) 


WW concluded our last article by observing that 







economic science still admits of some uncertainty, 

which renders dangerous the application of 
new systems on a too large scale, however well con- 
ceived they may appear. This uncertainty sometimes 
applies equally to the older principles which political 
economy used to consider as the most trustworthy. 

When the French Government stabilized the franc 
on the gold basis, numerous economists, relying on 
orthodox doctrines, maintained that by re-introducing 
into France the gold standard at a time when French 
wholesale prices were lower than world prices, gold would 
doubtless be brought to the French market, but that the 
result would be an increase of prices to the level of 
international prices. 

The gold has duly come to France—we will return 
presently to the conditions of its advent—but wholesale 
prices have not risen. During the second half of 1928 
they remained almost stationary with a slight tendency 
to fall. During the first quarter of 1929 they sustained 
a slight upward thrust similar to that which occurred in 
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England and several European countries, and during the 
other three quarters they steadily fell as in all other 
countries. 

It is true that the decline was not so marked, so that 
the margin which separated French prices from out- 
side prices is rather appreciably reduced. In June 1928 
the index figure of wholesale prices in England was 144:2, 
in America 142-7 and in France 127-8, that is a 
difference respectively of 16:4 and 14-9 points. In 
December 1929 we find 128-0 in England, 126-8 in the 
U.S.A., and 117-6 in France, giving a difference of only 
g to 10 points. Thus, while it is true that during these 
eighteen months there has existed a difference between 
French prices and external prices which ought to have 
stimulated our export trade, French export trade was not 
so stimulated, and the year 1929 showed a big adverse 
trade balance. 

Equally it is an old principle of political economy 
that gold must flow to where it is of most value, that is 
to say to the country where, prices being the lowest, its 
purchasing power is greatest. The increase in the gold 
reserve in the Banque de France appears to confirm this 
rule. I say “‘ appears,” for how, otherwise, is explained 
the movements of gold between England and the U.S.A. ? 
The gold index of wholesale prices in Great Britain during 
1929 was 134°3, and in the U.S.A. it was 136-4, and yet, 
until the New York Stock Exchange crisis, the calls for 
gold from the other side of the Atlantic seriously disturbed 
the Bank of England. 

If gold movements are unconnected with price 
fluctuations, are they affected by the movements of 
goods? Apparently not, seeing that the year 1929, which 
witnessed the passage of an appreciable quantity of 
English gold into France, saw also an increase of British 
imports into our country. 

What, therefore, do these irregular movements 
signify? Political economy had put all these things in 
order. It explained from the very first that the move- 
ment of gold compensated for variations in the trade 
balance. I have been reading again a discourse by 
M. Thiers, in which he asserted to l’Assemblée Nationale 
of 1848 that gold and silver—this was the time of bi- 
metallism—was never lacking for any length of time in 
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a country. Should these metals become scarce, a fall in 
prices, an inevitable consequence of the rarity of the 
precious metals, would induce the foreigner to buy home 
goods and so cause the re-entry of gold and silver up to 
the level of national requirements. 

A little later, the idea of the balance of trade was 
converted into that of balance of payments. The exist- 
ence of invisible imports and exports was admitted, but 
the principle remained the same, and the movements of 
gold would be subjected, so it was affirmed, to economic 
activity. 

But how can the phenomenon of 1929 be brought 
within the scope, even widened, of political economy? 
How is it that France, with a deficient trade balance, 
invisible receipts (from tourists, etc.) well known to be 
less than the preceding years, and immutable external 
payments (inter-allied debts) has been able to acquire 
the second largest bullion reserve in the world ? 

I quite appreciate that gold no longer circulates as 
before. It is practically relegated to the rdéle of 
a means of settlement between banks of issue. But 
the balance of accounts as between the Banque de 
France, the Bank of England and the Federal Reserve 
Banks must still reflect the economic conditions between 
the three countries, and the problem set still remains 
the same. 

The best way of solving it will, without doubt, be to 
reject all dogmatic formule, and to seek why and how 
gold comes to France, and why and how it went to 
America in order to come back, in part, later on. 

In truth, it was not only in 1929 that English and 
American gold came to Paris. The last twelve months, 
it is true, witnessed the big influx, but gold had been 
arriving from America in previous years. When, in 
1927, London and New York exchanged pounds and 
dollars against francs, they made it inevitable that sooner 
or later gold should follow. Milliards of foreign exchange 
came into French hands, not in payment for goods or 
services, not in respect of the remuneration from ex- 
ternal investments, not for participation in the extension 
of French development, but in the endeavour to multiply 
money by operations as foreign to healthy finance as 
those of the Monte Carlo Casino. Milliards of pounds 
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and francs went to New York—not to pay for exports, 
not for investment in American enterprises, but to 
finance, at short term, the wave of riotous speculation. 
They came back, in part, after the crises, but neither in 
the one nor the other case was the gold subject to 
economic laws. 

Let me not be misunderstood. I intend neither to 
condemn Stock Exchange operations nor to put a ban 
on speculation. The Bourse is the legitimate market 
place of capital, and speculation, within reasonable limits, 
its steering wheel. But it is abnormal and dangerous 
that milliards be occupied in exchange operations which 
do not imply any real economic movement ; it is abnormal 
and dangerous that milliards should cross the oceans, not 
for financing the genuine business, but to feed stock 
exchange operators. 

So long as gold is circulating through the world with 
the object of earning profits from speculative operations, 
it loses the essential function which devolves upon it, 
namely, that of adjustment of the exchanges and of 
production. We saw the effects of it during the last few 
years; whilst America, in spite of its bullion reserve, was 
menaced with an economic crisis which resulted from a 
Stock Exchange crisis. France, which has more gold 
than necessary, and more notes than she needs, suffers 
from a slackening in trade and from the paradoxical rise 
in retail prices of which we spoke last month, whilst 
England is complaining of having insufficient bullion 
backing for her trade and industrial credit needs. 

For the economic peace of the world it seems 
expedient that speculation should operate only with 
such surplus gold as is left after meeting the world’s 
legitimate needs. It is further expedient that transfers 
of capital should be controlled by considerations of 
production and consumption, and not by those of gamb- 
ling, that gold be no more vagrant now that it is shut up 
in the Banks than when it circulated amongst private 
people ; in a word, that an end be put to the visible divorce 
between the use of capital and economic life. 

The realization of this ideal assumes that some fairly 
diverse conditions be fulfilled, the two most important of 
which are in my opinion the psychological and the fiscal. 
Extraordinary though it may appear, the war spirit still 
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impregnates the world of business and finance. The 
issuing banks—and it was America which first gave the 
unfortunate example—forget that an increase in their 
bullion reserves is not, in itself, their main function, and 
that the establishment of an exact relation between gold, 
money and economic needs is more useful than increases 
of gold reserves. They seem not to know that the 
monopoly of gold, when it becomes an obstruction to 
other countries, has more inconveniences than advantages 
for the monopolizing countries. The economic solidarity 
of the people of the world is within too narrow limits for 
the difficulties and crises of a country deprived of gold 
which it needs not to affect the prosperity of another 
country which has too much. The tendency to neglect the 
interdependence of nations expresses without doubt 
a survival of the habits of mind acquired between Ig914 
and 1918. 

The other force which has broken the harmony 
between the movement of gold and economic life, and 
which impels capital to seek speculative profits, appears 
to have, in part at least, a European origin. In 
England, as in France, the profits from the rational use 
of capital are burdened with extremely heavy taxes. 
The funds invested in classic operations pay to the State 
an exorbitant tribute. It is inevitable that they should 
seek deliverance or compensation for their burdens in 
the higher profits of speculation. 

Of all civilizations which have preceded our own, to 
that of the Roman Empire, which we know best, a collapse 
came on the day public burdens became too heavy for the 
economic structure. It is an example which old Europe 
must not forget in the difficult days which it is passing 
through at the present time. 


The Marketing of the South 
African Gold 


Past and Present 
II. 

E thus find new agreements entered into between 
the South African gold mining companies on the 
one side and the Bank of England and Messrs. 

Il 
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Rothschild & Sons respectively, under sanction of the 
British and Union Governments.* It was now provided 
that asfrom July 24, 1919, the gold would be sold in London 
by Messrs. Rothschild at the best prices obtainable. 
The gold was still to be shipped to the Bank of England 
which held itself prepared to make an advance (at interest) 
at the rate of 77s. per standard ounce of gold upon receipt 
of advice of shipment. The advances were to be repaid, 
with interest, out of the proceeds of the sale of the gold 
on arrival or earlier at the option of the producers. 
Upon the arrival of the gold it was to be dealt with 
through Messrs. Rothschild. The Bank undertook to 
issue licences for the re-export of the gold at any time 
within the period of five weeks from the date of the 
arrival of the gold at the Bank. Whenever sovereigns 
were needed for export the Bank would supply these at 
77s. gd. per standard ounce. The Bank would make 
no charge for its services but the producers were to defray 
all charges for freight, insurance, refining, assaying and 
commissions on sales or other costs or expenses.T 
Prior to the above date the Bank of England had 
released 50,000 ounces of gold for the purpose of an 
experimental sale, which realized 85s. 6d. per standard 
ounce or 93s. 5d. per fine ounce, i.e. a premium of nearly 
Io per cent. Now, under the new agreement even more 
substantial premiums were obtained as the following 
figures indicate :— 
Highest price recorded — = ee 
Period. in London during year during oer 
(per fine oz.). (per fine oz.).t 
] s. d. s. d. 
1919 (Sept.-Dec.) ...| «rr 5 (Dec. 17) 105 3 
i920 wes ne 127 4 (Feb. 5) III 9g 
1921 xn ji 115 1r (Jan. 3) 106 I¢ 
1922 ‘ia vee | 98 4 (Jan. 5) 92 3 
1923 ba wad 96 11 (Nov. 19) go 3 
1924 ave eas 98 o (Jan. 21) 93 5 
1925 on sin 88 5 (Jan. 7) —§ 

* The agreement with the Bank was subject to termination at three 
months’ notice on either side, and that with Messrs. Rothschild at two 
months’ notice on either side. 

+ For details of agreement with Messrs. Rothschild & Sons see 
Annexure D, Report of Low Grade Mines Commission (1920). 

t Less realization charges. 

§#Not available. 
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The tiemendous significance of this new arrangement to 
the andustry in general, but more especially the low- 
grade mines, is obvious from the fact that during the 
period July 24, 1919 to the end of 1924 the gold premium 
obtained amounted to £32,740,264. 

The Mint and Refinery.—At the time of the negotia- 
tions for the revision of the agreement with the Bank of 
England, to enable the mines to sell their gold on the 
best terms, the Chamber of Mines also urged upon the 
Union Government the desirability of establishing a 
refinery and mint in the Union which would secure a 
hall-mark for the South African gold and thus facilitate 
its disposal throughout the world. The Low Grade 
Mines Commission was strongly in favour of the estab- 
lishment of both, “ as rendering the Union, and the gold 
producers, less dependent upon outside assistance in the 
disposal of gold. It would also enable the producers to 
avoid excessive charges for refining, and, by freeing 
them from the necessity of disposing of their gold 
through one channel, to widen the market and, possibly, 
obtain somewhat better prices. The mint must obviously 
be under the control of the Government, but there is no 
reason why the refinery should not be run by the industry 
itself—as the Commission understands is intended to be 
done.” 

Similarly the Gold Conference, held in October 
Ig19, decided “that the establishment of natural 
exchanges and of a free market for gold in the Union 
is desirable. That to this end the establishment of a 
mint and refinery should proceed with the utmost 
dispatch.”” During the deliberations, the Minister of 
Finance had already announced that the Government 
had agreed with the mines to establish a refinery and 
mint, the mint to be on such a scale as to deal with the 
whole output if necessary, and that the Government was 
proceeding with the establishment of the mint with all 
possible speed. As regards the refinery, it was also 
announced that there would be as little loss of time as 
necessary. The significance of this departure to the 
mines is borne out by the following statement of Dr. 
Samuel Evans, Chairman of the Crown Mines: ‘‘ Hada 
refinery and mint been established here immediately 
after the Anglo-Boer war, as recommended by Lord 

Il 2 
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Milner, and operated on the same terms as the Ottawa 
branch mint, the gold producers of South Africa would 
have saved, up to the end of last year (1918), an amount 
exceeding £8,000,000.”” The Australian gold producers, 
it was claimed, had received about Is. 8d. per fine ounce 
more than those of South Africa during the war and 
considerably more than Is. per fine ounce after the war 
because they had enjoyed the facilities which were only 
now to be provided in South Africa. 

The necessary sanction was accordingly obtained and 
the necessary legislation passed in 1919 providing for 
the establishment of the Pretoria branch of the Royal 
Mint, the buildings were erected and the mint began to 
function as from January I, 1923. In contrast with 
the mints elsewhere, the refinery was not attached to the 
mint but was left to the mines to erect. A private 
company, the Rand Refinery Limited, was registered in 
1920, the shareholding being confined to the gold mining 
companies, members of the Transvaal Chamber of 
Mines. Germiston was selected as the site for the plant 
which was completed in December 1921. _ The refinery 
is capable of dealing with the whole of the gold produced 
in South Africa and is said to be the largest and most 
complete of its kind and containing the most modern 
apparatus.* 

As a result of these developments the agreement with 
the Bank of England could again be amended. Pro- 
vision was now made for the shipment of gold to destina- 
tions other than the United Kingdom on providing 
certain particulars to the Bank of England. Thus, as 
from August I, 1923, shipments of gold could be, and 
were made direct from Durban to Bombay, under orders 
received from Messrs. Rothschild, London,t instead of 
shipping to London first and then transhipping it from 
there to India. 

Recent Developments.—With the disappearance of the 
gold premium and the return to the gold standard, the 
mines found it more advantageous to bring their gold 

* In 1928 it refined 10,559,000 ounces of fine gold for Transvaal and 
Rhodesian mines, which was equivalent to 54 per cent. of the whole gold 
production of the world. 

+ The actual sale took place in London, it having been found that 


better terms were obtained that way than by attempting to deal directly 
with India. 
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to the mint or to sell it locally. The gold was offered 
to the Reserve Bank which, as a matter of policy, bought 
all that was offered to it at first at 84s. 9 22d. per fine 
ounce, but since June 1926, at 84s. 9 23d., which is 
equivalent to 77s. g$d. per standard ounce. At the 
mint they could have converted it into 77s. 10$d. per 
standard ounce but at a cost of one penny per ounce plus 
fourteen days delay. According to the Bank “ it made 
little difference to us whether we bought the gold, or 
whether the gold was minted into sovereigns, because in 
any case, as the Reserve Bank is the Central Bank, the 
balances of the commercial banks with it would be 
swollen to the extent of the gold turned into money in 
this country, whether by the process of minting or the 
process of credit creation. If the Reserve Bank buys 
the gold, the balances of the commercial banks are at once 
increased by the amount of the credit so created; if, 
on the other hand, the sovereigns are minted, the 
majority of them would after a very short time return 
to the banks and be paid in by them for their credit with 
the Reserve Bank. At first, it is true, a certain amount 
of them might be hoarded, but a country’s capacity for 
hoarding gold is limited, and if sovereigns continued to 
be minted after the country had become saturated with 
them, their final home would be the Reserve Bank 
pending shipment abroad.”’ 

The South African Reserve Bank accordingly finds 
itself in the fortunate position of receiving about three- 
quarters of a million pounds worth of gold every week, 
i.e. practically the whole local gold output. It, therefore, 
has no problem of augmenting its gold supply as it is 
actually a seller of gold. It does not accumulate gold 
unnecessarily but promptly sells whatever amount it 
does not need for its own use. In accordance with the 
Act, gold in transit may be counted as part of the Bank’s 
reserve, thus, until the gold has actually been disposed of 
in London it still constitutes a portion of the reserve, 
which the Bank aims at keeping at about 50 per cent., 
though only 40 per cent. is prescribed. “ But with its 
large purchases of gold and the turning of them, as they 
are sold in London, into a cash balance with the Bank of 
England, its holding of gold isapt to vary very considerably 
from time to time. Government deposits in the country 
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also vary very considerably from time to time, and some- 
times very rapidly. So that the two factors upon which 
the Bank’s proportion of gold to liabilities depend are 
both apt to vary greatly and rapidly. This being so it 
is necessary that it should have at hand a means whereby 
it can equally rapidly adjust its proportion of gold to 
liabilities, should the former suddenly decline or the 
latter suddenly rise. One means it generally has of 
increasing its gold is by the purchase of the weekly 
production from the mines; another way is by asking 
the Bank of England to put aside or ‘ earmark’ on its 
account the requisite amount of gold, for which they 
debit our account.’’* This latter procedure is in con- 
formity with the Act which allows the Bank to keep not 
more than one-fourth of its reserve requirements abroad 
in the custody of its own branches or agencies or deposited 
in other banks earmarked for the Bank’s account. Such 
then is the explanation of the somewhat mysterious 
announcements in the press from time to time to the 
effect that the Bank of England has “ earmarked ”’ or 
“released’”’ a certain amount in gold for the South 
African Reserve Bank. 

It is interesting to note the consequences of this 
change in the marketing procedure upon the financial 
situation of South Africa. ‘“‘ Instead of the gold being 
sold in London, and the major portion of the proceeds 
being transferred to South Africa by the banks, the 
gold, unless there is a special demand for it elsewhere, 
is now sold in South Africa, and the proceeds are paid 
into the banks here. This procedure, of course, feeds 
the funds of the banks on this side, and starves them on 
the other side. Instead of the banks having large 
funds in London, they have large funds here. As, how- 
ever, they must have funds in London with which to 
pay for imports, it rests on the banks collectively, 
including the Reserve Bank, to ship the gold, sell it, 
and thus put themselves in funds in London. To do 
all this costs money, and the price which the banks 
must charge their customers for sterling must include 
this expense. Hence it follows that the South African 
pound must normally be at a discount in terms of the 


* Reserve Bank Proceedings 1928. 
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British pound of from 5s. to 15s. per £100.” In other 
words, as Mr. H. Judson, General Manager of Barclays 
Bank (D. C. & O.) recently put it: “ In order to make 
up the balance of sterling requirements, the commercial 
banks are compelled to resort to the Central Bank. 
The Central Bank will not sell exchange at a loss, and 
its price is based on the cost of sending the gold to 
London. Commercial banks can, however, still export 
sovereigns to cover their position. The result is that 
the cost of sterling in this country is at present based 
on the export specie point, and will vary anywhere 
between } per cent. and ? per cent. premium. Before 
the war, the commercial banks were importers of 
sovereigns, and rates tended more to the import point. 
The present position will not be seriously modified until 
the exports of this country, other than gold, become 
sufficiently important to adjust the demand for sterling 
by the banks.’”’ Thus, whereas the exporters in general 
were previously penalized by the exchange rates, they 
now gain at the expense of the importers. 

Incidentally it might also be noted that these develop- 
ments have caused a change over in the business of the 
Reserve Bank. Since the commercial banks no longer 
find themselves in possession of large London balances, 
but with corresponding balances in the Reserve Bank, 
their dependence upon the Reserve Bank for rediscounting 
facilities has been considerably reduced, which accounts 
for the dwindling of the item “‘ Domestic Bills Dis- 
counted ”’ in the Bank’s statement which was noticeable 
in 1925, and a corresponding increase in the amovat of 
foreign bills. The latter is accounted for by the fact 
that the £30 to £40 million worth of bullion bought by 
the Reserve Bank each year is sold in London, giving 
it balances there. The greater portion of these balances 
it sells to the other banks which require it for the financing 
of South African imports, but there is normally a floating 
balance of £6 to £8 million, which varies according to 
the demand made by the other banks for sterling exchange. 
These balances are naturally invested in London which 
accounts for the increase in the Bank’s holding of foreign 
bills. 


t Reserve Bank Proceedings 1925. 
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We must conclude, therefore, that the establishment 
of the refinery, the mint and the Reserve Bank, belated 
as it was, has been of the utmost significance to the 
South African mining industry. The benefits accruing 
to the industry are apparent from the following statement 
made by Dr. Samuel Evans in 1928: ‘‘ We are now 
getting for our gold at the refinery, 77s. 94d. per standard 
ounce, a slightly higher price than that which the Bank 
of England pays for bar gold delivered at the Bank 
in London. Last year the charges incurred by the 
Crown Mines for the refining and disposal of its gold were 
£40,000 less than they would have been had there been 
no mint and refinery in South Africa. The existence 
of the mint and refinery here enables the gold producers 
of South Africa to save in realization charges an amount 
approximately half a million pounds sterling per annum,* 
and the gold producers are not the only beneficiaries 
from the establishment of the refinery and mint. Other 
South African producers, notably the farmers, whose 
products are exported overseas, are benefiting to a large 
extent, as the exchange rates are now in their favour 
instead of against them. They are getting approxi- 
mately 1 per cent. more for their products than was 
the case before it became possible for us to convert our 
gold into money here. The Government has also gained. 
The Pretoria mint, which started operations in 1923, 
had up to the end of last year made a very substantial 
net profit after the payment of all capital and working 
expenditure.”’ f 


* Mr. John Martin recently stated ‘‘ that a competent authority has 
estimated that since its inception eight years ago, the operations of the 
Rand Refinery have saved the mining industry more than £1,000,000.”’ 

+ According to latest figures the Union Treasury has received a clear 
surplus of £240,070 from the mint since its establishment. The aggregate 
revenue up to March 31, 1929 was £754,698, while the total expenditure, 
including capital charges of £259,399, was £514,628. 
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Polish Commercial Banking 
By Joseph Zajda 


(Assistant Chief of the Banking Division, Polish Ministry of Finance) 


T present there are 57 short-term credit banks in 
A Poland (54 of them are joint-stock banks), and in 
addition 14 branches of six foreign banks, four 
larger banking houses, 26 small banking houses and 63 
exchange offices. Before the World War there were in 
Poland 23 local commercial banks and numerous branches 
of 15 foreign banks, not including the branches of the 
three banks of issue. Polish pre-war commercial banks 
were not uniform in their structure, for the political 
dependence upon three foreign States, existing under 
quite varied economic conditions, had a marked effect 
upon the Polish banks. These banks, though of a speci- 
fically provincial character, were, however, strong banks 
and had great means. Eight joint-stock banks in former 
Russian Poland possessed before the war about 
400,000,000 zlotys of their own capital, and 3,500,000,000 
zlotys represented the total sum of their balance sheets. 
To-day, the capital of all banks, except the State banks, 
amounts to about 300,000,000 zlotys, and the total of 
their balance sheets reaches 2,900,000,000 zlotys. 

The period of war and of the inflation, lasting till 
1924, had a weakening influence upon Polish banking. 
This influence became evident during the crisis after the 
inflation, which reached the culminating point in 1925. 
The breakdown of the zloty in 1925 and the credit 
restrictions of the Bank Polski (Bank of Poland) caused 
tightness on the money market, in consequence of which 
deposits began to be withdrawn from the banks. During 
two months of 1925, September and October, more than 
106,000,000 zlotys, i.e. 30 per cent. of all deposits, were 
withdrawn. Four banks stopped payments and court 
supervision was established over them; several other 
institutions experienced great difficulty in meeting their 
liabilities. The liquidation of the assets of the banks was 
extremely hard, this being due to the general economic 
crisis which caused difficulties of payment among the 
most important firms. The rediscount of the bills of 
exchange was also extremely difficult, owing to the 
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restrictions of the Bank Polski, which was forced to follow 
this policy in order to protect the currency. 

The State Treasury helped the banks in their difficult 
situation in 1925. A special fund of 65,000,000 zlotys was 
created to strengthen the cash resources of the banks. 
During the crisis Polish banks have shown a great deal 
of resistance, and through this crisis gained valuable 
experience. A new era of the development of the banks 
began in 1927 after the stabilization of the currency. 
Two factors influenced the influx of money : confidence in 
the stabilization of the currency and increasing confidence 
in the banks. Without confidence in the stability of the 
currency capital cannot be accumulated; when there is 
no confidence in banks, the capital may exist in the 
country but it will never reach the banks. Confidence in 
the currency has led to the rapid increase of funds from 
local sources and to the big influx of foreign credits. 

An analysis of the operations of the commercial banks 
for the past four years shows their extremely rapid 


growth. CREDIT ACTIVITIES 

The development of credit operations can be seen from 
the following table, representing the joint statement of 
practically all commercial banks (figures are in thous- 
ands of —“ 





Bills hoa 
| _| Term i q 
Date. of ex- * Index. ave, Index.| Total. | Index. 
} 


vances. 
change. | 





Dec. 31, 1925 | 213,612 327,266, 100 | 74,487} 100 | 615,365 
os 1926 | 324,936} 154 | 395,259) 121 | 74,681; 100 | 794,876 
613,473} 287 | 613,279} 187 | 27,474) 37 {1,254,226 


a 919,306] 430 | 777,125] 237 36,067| 48 |1,732,898 
Nov. 30, 1929| 946,059 443 | 915.387; 280 | 45,489] 61 |1,906,935| 310 


The characteristic form of credits granted by the 
Polish banks is the credit against bills of exchange. It is 
the most liquid form of short-term credit, and it should be 
considered as a favourable symptom that, while the total 
of credit operations during the past four years have 
increased three times, credits against bills of exchange 
increased to more than four times their previous 
volume. The volume of term loans decreased, but these 
operations do not play an important part in Polish 
banking. 
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The increasing ratio of bills of exchange in the credit 
activities of Polish banks indicates that these banks 
specialize in financing the movement of merchandise from 
the producer to the consumer. This development is 
favourable both from the point of view of the soundness 
of the operation and also from that of liquidity. When the 
paying ability of the customer is not weakened by a 
special crisis, bills of exchange are liquidated automatically 
in due course. At the same time these bills are an easy 
way of realizing the banks’ assets by means of rediscount. 
The granting of advances, though not less safe under con- 
ditions prevailing now in Poland, should be considered as 
a less liquid form of operation, though very convenient 
for the financing of enterprises and for providing them 
with ready funds. 

By financing enterprises the bank may often have its 
credits immobilized. In England, the liquidation of 
advances made on current accounts is usually possible by 
making new issues of shares or bonds. In Polish conditions 
this method is not always feasible. In view of the above, 
the policy of the banks to extend credits rather against 
bills of exchange has a special bearing upon their liquidity. 

If the credit activity of the Polish banks is compared 
with that of foreign banks, it will be noticed that the 
Polish banks do not grant any Stock Exchange loans, so 
characteristic of the American banks, nor call money loans 
like the British banks which are thus furnishing funds to 
the bill brokers. No acceptance operations are being done 
by the Polish banks. The bills of exchange result from 
transactions based on the extension of credit by a bank 
to its customers; there are no intermediaries, nor bill- 
brokers in Poland, whose function it is to select and 
standardize bills for the banks. 

The expansion of activities of the Polish banks during 
the last year is seen from the following statement :— 














| Bills 
Date. | of Index. cami Index. a Index. 
oans. 

| exchange. | | 
Nov. 30, 1928 a | 930,017 100 783,546 100 33,947 100 
Jan. 31, 1929 933,582 100 823,325 105 37,986 112 
March 31, 1929 .- | 950,452 102 847,258 108 44,065 130 
May 31, 1929 -- | 955,371 103 910,459 116 43,641 129 
July 31, 1929 .- | 963,586 104 900,423 115 44,137 130 
Sept. 30, 1929 -+ | 962,786 104 923,388 118 44,199 130 


Nov. 30, 1929 +» | 946,059 | 102 915,387 | 117 45,489 134 
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The part played by the banks in the purchase of 
securities and in participations in enterprises is shown in 
the following table :— 


Participation 


in enterprises. Index. 


Date. Securities. Index. 





Dec. 31, 1925 .. oe oe 20,251 100 34,590 
- 1926 .. oe we 19,424 96 28,320 
1927 .. os oe 33,652 166 34,024 
a 1928 .. oe oe 51,186 253 40,936 
Nov. 30, 1929 .. oe oe 61,406 303 42,121 122 


” 


The increase of the purchase of securities is in pro- 
portion to the total index of the increase of credit 
operations, but the increase of participation in enterprises 
is comparatively insignificant. This fact confirms the 
general tendency of the Polish commercial banks to confine 
their activity to short-term operations of a liquid character 
in proportion to the means available resulting from short- 
term deposits. This conforms with the classical principle 
of the British banks, namely, that money deposited for a 
short time cannot be lent for long term. The participa- 
tion in enterprises leads to the necessity of financing these 
enterprises, thus engaging the funds of the bank for a 
longer period. The development of this activity can only 
be simultaneous with the increase of the bank’s own 
capital, and the financing of enterprises can be done only 
by the banks “ d’affaires ’”’ of the French type when the 
necessary means are obtainable through the issue of 
shares. 

RESOURCES OF THE BANKS 


Foreign Re- 


Index. — Index.| dis- |Index. 


tro.” counts. 


De- 


Date. Capital. | Index. posits. 


Dec. 31, 1925; 166,192} 100 | 306,680} 100 83,665 148,230) 100 
Be 1926) 153,757; 92 | 516,089) 167 79,290; 95 | 179,773) 121 
a 1927) 199,861; 120 | 799,487) 261 | 165,451} 198 | 258,097) 175 
ms 1928} 284,685} 171 | 999,317) 326 | 311,233) 372 | 352,159) 236 
Nov. 30, 1929] 291,322} 175 |1,083,240) 353 | 371,206] 443 | 345,800) 234 


An immense increase is shown in outside liabilities, 
viz., in credits of foreign banks and in deposits, and the 
banks’ own capital and reserves have increased consider- 
ably, but not in the same degree as outside liabilities. 
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The increase of capital is a serious problem for the 
Polish banks. The tendency of the last four years shows 
that this increase is effected through the issue of new 
shares on the home market, through the purchase of large 
stock participations by foreign banks, or through the 
merger of banks. The war and the inflation periods 
caused great changes in the distribution of wealth, and 
reduced especially the share of the financial capital in the 
national wealth of the country. This had also a marked 


effect upon the capital of the banks. 


In order to 


reconstruct this capital a constructive effort of many 
years will be necessary. Under these circumstances 
foreign capital has an important part to play in Polish 
banking. The form of co-operation of foreign capital 
in Polish banking may be divided into the following 
types: (1) The establishment of special units designated 


to work especially in Poland. 


This is the way in 


which French capital is penetrating Poland. German 
banking capital, on the basis of the treaty concluded in 
Geneva in 1922, is working in a similar way in Upper 
Silesia, where the branches of the German “‘‘ D ”’ banks are 
located; (2) Participation in the capital stock of Polish 
banks by purchasing a sufficient amount of shares to 
have a control over the activity of the banks through 
membership in the boards of directors and in the manage- 
ments; this method has been adopted by British, French 
and Austrian capital; (3) Granting of credits in different 


forms. 


These credits are shown on the balance sheets of 


the banks under the item “ Foreign Banks Nostro.”’ 
The short-term credits of foreign banks are very 
important for the activity of the Polish banks. If 
credits granted to private and State banks by foreign 
banks as well as by private firms and persons are con- 
sidered, the total of these credits is higher than the 
amount of foreign credits granted to commercial banks and 
entered as ‘‘ Foreign Banks Nostro.”’ 
The total of these credits is as follows (in thousands 


of zlotys) :-— 


Date. 


June 30, 1926 
Dec. 31, 1926 
June 30, 1927 
Dec. 31, 1927 


| Amount. | 


193,708 
262,565 
247,239 
398,522 


dl 





Date. 


June 30, 1928 
Dec. 31, 1928 
June 30, 1929 
Nov. 30, 1929 








Amount, 


429,640 
535,439 
650,712 
648,051 
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The analysis of these credits as of September 30, 1929, 
shows that the total of term credits was 301,211 thousand 
zlotys or 46 per cent., while at the end of 1926 the total of 
these credits amounted to 48,959 thousand zlotys or 
18 per cent. The change therefore from credits on call 
to credits on term is important. As to the countries from 
which these credits are coming, while in 1926 the first 
place was occupied by British and Swedish credits, and 
next to them came Austrian, American, French, German 
and Swiss credits, at the end of 1929 the bulk of these 
credits came from Great Britain (25 per cent.) and 
Germany (15 per cent.). The remaining 60 per cent. of 
credits were distributed between more than ten countries. 
It is seen from the above that Polish banking with 
respect to foreign short-term credits is not dependent on 
one country, but that this dependence is spread over a 
number of countries. 

The degree of participation of foreign credits in the 
funds of the Polish banks leads to a certain distribution of 
functions among the commercial banks. Those banks 
which have more of foreign than of local funds specialize in 
financing commercial and industrial enterprises with 
relations abroad, while those supported by local deposits 
tend to become deposit banks making only short-term 
operations. This division of commerciai banks into two 
types is already noticeable in Poland. Undoubtedly, the 
further development will increase this specialization into 
deposit banks and banks “ d’affaires.”’ 

The third type of commercial banks, confined to 
operations connected with only one branch of industry, 
was never so popular as it is in Germany, and has rather 
a tendency to give way to banks spreading their risk over 
all branches of industry. Only the sugar industry is 
served by a special banking unit, namely, the Bank 
Cukrownictwa (Sugar Bank) supplied with important 
foreign credits. Agriculture has its own banks for short- 
term credit. The most prominent are the Bank Ziemianski 
w Warszawie (Land Bank in Warsaw) and the Bank 
Ziemstwa Poznanskiego (the Bank of the Poznan Land 
Mortgage Association), while subsidiaries of the Warsaw 
and of the Poznan Land Mortgage Associations are 
furnishing free available means to land proprietors. 

The concentration of Polish banking is being effected 





POLISH BANKING 431 


in two directions, namely, the merger of several units and 
the more rapid expansion of several leading banks in 
comparison to others. The merger of banks has already 
demonstrated in Poland the truth of the principle that 
a sound unit can be created only from the merger of 
sound banks. The merger of weak banks can never form 
a basis for new strong units, and it is better that weak 
banks be liquidated. During the crisis of 1925 the idea of 
the fusion of banks was strongly encouraged as a remedy 
against the weakness of Polish banks. The experience of 
the last four years, however, shows that life itself has 
classified the banks into two groups: the sound ones 
which have a basis for existence and the weak ones which 
have none. The fusion of the banks is justified if the banks 
of the first group are joining together. As to the banks of 
the second group, if they do not show any profit and are 
unable to pay any dividend nor increase their own capital, 
the best solution for them is their liquidation. 


The tables below (figures in thousands of zlotys 
and also on a percentage basis) show that the concen- 
tration of commercial banks in Poland follow the natural 
course bound with the development of the stronger 
banks :— 


Dec. 31, 1925. Dec. 31, 1926. Dec. 31, 1927. Dec. 31, 1928. | Nov. 30, 1929. 


| 


CaPITAL— 
All banks 156,013 | 100 153,757 | 100 199,861 | 100 284,685 | 100 298,672 | 100 
9 larg: * banks 78,486 50 73,704 48 90,937 45 III,491 39 128,884 44 
4 largest banks 49,409 | 32 43,304 | 28 56,733 | 28 70,024 | 25 72,579 | 24 


DeEposits— 
All banks .. 332,763 | 100 576,089 799,487 | 100 999,317 | 100 | 1,083,240 
9 larger banks 163,401 266,715 354,249 44 526,149 52 572,320 
4 largest banks 69,472 2 118,014 217,362 359,847 35 386,051 


Torav Liasiti- 
TIES— 
All banks .. | 1,023,903 1,237,196 2,047,716 | 100 | 2,731,446 | 100 | 2,865,900 
g larger banks} 493,721 8 | 609,215 976,778 | 48 | 1,417,722 | 52 | 1,496,165 
4 largest banks} 249,911 293,099 548,902 | 27] 839,485 | 31 882,317 


The comparison of the different items of the balance 
sheets as at the end of 1925 and 1929 shows the progress 
attained during the last four years by the leading 
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commercial banks. The figures are again in thousands 
of zlotys. 
| 


Total Liabilities. Capital. Deposits. 


—— 


Name of the Inctituticaa. ole ee eee eee 


Dec. 31, | Nov. 30, | Dec. 21, | Nov. 30, | Dec. 31, 
1925. 1929. 1925. 1929. 1925. 


Bank Handlowy ° w 

Warszawie .. re 74,417 | 291,222 13,013 24,455 13,254 
Bank Zwiazku Spolek 

Zarobkowych -+ | 102,467 | 247,940 22,059 22,640 36,215 
Bank Dyskontowy 

Warszawski . oe 45,140 | 156,557 12,837 15,299 12,276 
Powszechny Bank 

Zwiazkowy .. ae 27,947 | 186,598 1,500 10,185 
Bank Zachodni .. oe 22,288 93,284 6,071 12,873 
Bank Ziemianski ‘a 48,799 | 153,917 5,717 12,771 
Bank Cukrowictwa “o 110,304 | 141,543 4,391 13,650 
Akcyjny Bank Hipoteczny| 30,996 | 116,147 6,250 7,639 
Polski Bank Przemyslowy | 31,363 | 108,957 6,648 9,372 


Deposits. eS Rediscounts. 


Name of the Institution. 


Nov. 30, | Dec. 31, | Nov. 30, | Dec. 31, | Nov. 30, 
1929. 1925. 1929. 1925. 1929. 


Warszawie... ia 104,852 12,884 7,742 15,610 
Bank Zwiazku Spolek 
Zarobkowych me 136,693 
Bank Dyskontow 
Warszawski .. ae 
Powszechny Bank 
Zwiazkowy .. - 59,793 6,635 5,477 24,757 
Bank Zachodni .. = 32,569 3,453 : 2,238 21,010 
Bank Ziemianski “a 52,289 405 12,485 23,591 
Bank Cukrownictwa .. 26,557 11,931 18,773 28,995 
Akcyjny Bank Hipoteczny| 36,377 2,599 : 1,280 9,059 
Polski Bank Przemyslowy 38,477 2,037 4,826 8,827 


Bank Handlowy w | 


5,305 8,145 38,381 
84,773 6,973 5 1,371 3,822 


To explain this table it should be added that :— 


1. The total sums of the balance sheet do not include 
operations resulting from collections and from guarantees 
given by the banks either in the form of letters of 
guarantee or endorsements on bills of exchange. 

2. The stock capital of the Bank Handlowy w Wars- 
zawie was increased by 10 million zlotys at the end of 
1929, so that the capital of the bank amounts to about 

















POLISH BANKING 433 


35,000,000 zlotys; this increase will be shown on the 
balance sheet prepared after November 30, 1929. 

3. The investments of the foreign banks are the credits 
given by these banks and entered as “ Foreign Banks 
Nostro.’’ These sums do not contain the entire amount of 
foreign funds made available to Polish banks, as there are 
also temporary investments on the account “ Foreign 
Banks Loro,” and credits granted to different enter- 
prises through the medium of the banks. These credits 
are partly included in the balance sheet, but partly 
come outside of the balance sheet in the item of 
guarantees and endorsements. 

4. Rediscounts represent the rediscount credits secured 
by the banks from the Bank Polski, state banks or foreign 
banks. Most of these credits are obtained from the Bank 
Polski. 

The increase in the average capital of each bank 
illustrates the progress of concentration in commercial 
banking. This is closely connected with the tendency of 
the banks to decrease in number, as can be seen from the 
table showing the number of joint-stock commercial 
banks at the end of the year :— 





Number of commercial = ese 


stock banks .. 87 | 66 | 56 | 54 








While in 1924 and 1925 the average capital per bank 
amounted to 1,500,000 zlotys, the same average per bank 
amounted in 1928 and 1929 to 5,000,000 zlotys. 

During the period of inflation, in order to preserve 
their capital, the banks invested it in various commercial 
and industrial enterprises, and also on a large scale in 
real estate. This accounts for the high degree of immobili- 
sation of capital. This situation is, however, constantly 
improving, as may be seen from the ne table (the 
figures are in thousands of zlotys) : 








: Real Ratio of Real 
Date. Capital. | Estate. Estate to Capital. 
Dec. ae 1925 .. oe oe 166,192 103,157 62 
1926 .. ba ms 153,757 99,059 65 
ae ~ aa 199,861 114,075 57 


1928 -.. “ ia 284,685 135,175 47 
Nov. 30,1929 .. ma oe 291,322 133,704 46 

















434 THE BANKER 





DEPOSITS 


Banking deposits in Poland have a different character 
to those in the British banks, where the cash reserves of 
individuals and institutions are being kept. 

The use of cheques in Poland is far from being so 
popular as it is in Great Britain. Only larger enterprises 
are working with the banks in such a way that they are 
conducting all their transactions through the banks. 
A part of the deposits in the Polish banks, namely, time 
deposits and savings deposits, represents savings or 
capital for investment. 

All types of deposits show a tendency to increase. 
This increase concerns mainly time deposits and saving 
deposits, as can be seen from the following table (in 


thousands of zlotys) :— 


Crt. lindex. Sight. |Index.| Time. |Index.} Savings.j[ndex.| Total. nes. 


Date. accounts. 


1926.. 215,100 149,802 3 114,245} 173 36,942 576,089 

” 1927.. | 307,198 202,843 222,281) 336 67,165 799,487 
Nov. 30, 1928. . 292,661 269,781 322,416} 100] 107,720 992,578 
Dec. 31 298,769 2 | 262,253 326,923! 495 | 111,372 999,317 
106 115,218 1,021,375 


108 | 121,119 1,038,717 
118 126,484 1,064,296] 107 
123 | 136,192 1,097,473] III 


Dec. 31, 1925.. 174,100} 100 82,229} 100 a 100 10,528 332,763 


Mar. 30, -- | 275,352} 94 | 294,627 347,619 
May 31, ,, ++ | 278,775 95 | 279,116 4 | 379,921 
JGRY $8, wo «0 292,579} 100 271,614] 397,088 
Sept. 90, ». <> 288,045 98 278,741 405,322 
Nov. 30, 5, «+ | 254,445] 87 | 274,879 415,380 


126 | 142,102 1,114,210] 112 
129 | 138,536 1,083,240] 109 


Jan. 31, 1929.. | 262,396 273,912 2 oe 


The rate of increase rediscount activities of the 
Bank Polski does not reflect the same tendency to increase 
as shown by other operations. While the Bank of England 
is a deposit bank, accumulating the reserves of other 
banks, the Bank Polski, like the Banque de France and the 
Reichsbank, is a source of credit for commercial banks 
and their rediscount institution. The commercial banks, 
however, are beginning to follow the policy of not regard- 
ing the Bank Polski as the source of free available funds, 
but rather as a reserve which enables the liquidity of their 
assets to be maintained in case of urgent need. While in 
England the mobilization of cash means is effected through 
the withdrawal of funds lent to the money market as 
daily or weekly money, Polish banks rediscount the bills 
of exchange in their portfolio at the issue bank. The 
criterion of the amount of free available means is the 
margin between the total of discounted bills and the 
bills rediscounted, together with the amount of unused 
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rediscount credit. The relation of the Polish commercial 
banks to the bank of issue is different from that of the 
British banks to the Bank of England. While the Bank of 
England undertakes to purchase from the money market 
all bills offered which answer its standard requirements, 
the Bank Polski grants credits to the banks on the basis 
of special allotments of rediscount credits, fixed for each 
bank. Naturally, within the limits of allotted credit, the 
bills offered are carefully examined, and only first-class 
bills are accepted. 

The importance of rediscount as the source of available 


means for the banks is illustrated by the following table :— 


Per cent. Per cent. 


ratio of Credits of 
rediscount | all types. 
to discount. 


ratio of 
rediscount 
to credits of 
all types. 


Discount 
port- 
folio. 


Date. discounts. 


Dec. 31, 1925 146,469 213,612 615,365 24 
» 1926] 179,773 | 324,936 : 794,876 fe 
1927 258,097 613,473 1,254,226 21 

» 1928 | 352,159 | 919,706 1,732,898 20 
Nov. 30, 1929 345,800 | 946,059 1,906,935 18 


It follows from the above that at present the banks 


cover 82 per cent. of their requirements by their own 
means, and only for 18 per cent. are seeking the support 
of the Bank Polski. 


THE BAnkKs’ CASH POLICY 


Means_ | Obligations | 

Free cash available payable 
at hand (1). in two imme- —acecseipoamibecieiaak: ‘misc caanesaeia 
weeks (2). diately (3). | (1) to (3). (2) to (3). 


Percent. ratio of group. 
Date. 


Dec. 31, 1925 110,789 151,111 386,002 29 

id 1926 164,065 243,122 516,000 32 

1927 211,656 400,561 742,773 28 

1928 255,378 556,213 900,033 28 

Nov. 30, 1929 197,476 518,074 919,220 22 
The liquidity of the banks is shown in this table; the 
first line of defence comprises: cash at hand, foreign 
exchange, balances on the accounts Banks “ Nostro”’ 
and ‘‘ Loro.’”’ The second line of defence embraces free 
cash at hand, plus 33 per cent. of securities and one-half 
of the bills of exchange portfolio. The obligations payable 
immediately are the current accounts, sight deposits, 
obligations resulting from collections, transfers on the 
bank, accounts of the Banks ‘‘ Nostro”’ and “ Loro”’ 

KK 2 
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(the banks “‘ Nostro”’ being taken only at 50 per cent.) 
and uncollected dividends. The table shows that there 
has been an important improvement of the general 
liquidity of the banks. 

If another method of calculation is applied, namely, 
the ratio of the free cash at hand to all types of deposits, 
this would also show a good condition of liquidity, 
especially if one takes into consideration the fact that the 
amount of time deposits is steadily increasing in pro- 
portion to the total amount of deposits, and that the 
margin of unused rediscount credits at the Bank Polski 
is also increasing. 


Date. Free | All types of Per cent. ratio of 


cash at hand. deposits. cash to deposits. 
Dec. 31, 1925.. rips 110,789 332,763 

= 1926.. ee 164,065 576,089 

= 1927.. oe 211,656 799,487 

a 1928.. a 255,378 999,317 
Nov. 30, 1929.. a 197,476 1,083,240 


Administration costs of the commercial banks are 
showing a marked decrease during the last few years. 


Total of 
the balance 
sheet. 


Per cent. 


Administration | Capital Per cent. 
Index. 


Date. costs, stock. Index. 


Dec. 31, 1925 76,190 130,592 59 1,023,903 
- 1926 66,021 129,966 51 1,237,196 
” 1927 74,422 173,720 43 2,047,716 
a 1928 93,828 234,425 40 2,731,446 
Nov. 30, 1929 92,939 231,461 40 2,865,900 


In order to explain the relation between the different 
operations of the Polish banks we give below a condensed 
balance sheet of all commercial banks, including two 
communal banks and mixed banks existing on the 
territory belonging formerly to Austria, which have the 
right to issue mortgage bonds. 


ASSETS 


Own secu- 

Cash Per | rities and | Per Bills Per Per 
cent. | participa- | cent. of cent. | Ad- | cent, 
of tion in of ex- of jvances. of 
assets.| enter- | assets.| change.| assets. assets. 

prises. 


an 

Total. avail- 
able 

funds. 


1,023,903] 47,749 | 4°6 54,841 5°3 | 213,612} 21% | 327,266 

6} 1,237,196] 75,307 | 6 47,744 4 324,936] 26 | 395,259 

2,047,716] 108,440 | 8 67,676 3 613,473] 30 | 613,279 

* 928) 2,731,446) 131,317 | 5 92,122 3 919,706] 34 | 777,125 
Nov. 30, 1929] 2,865,900] 84,707 | 3 103,527 3°6 |946,059} 33 | 915,387 
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LIABILITIES 





















: Per De- Per : Per Per 
Date Total ee cent. of | posits | cent. of — cent. of | Redis- | cent. of 
. rves, | liabili- | ofall | liabili- [un Qctron| liabili- | count. iabili- 
P ties. types. ties. i 































Dec. 31, 1925 | 1,623,903 | 156,013 15 332,763} 33 92,739 146,469 14 
” 1926 | 1,237,196 | 153,757 13 576,089] 47 79,290 179,773 14 
1927 | 2,047,716 | 199,861 10 799,487} 39 165,451 258,097 12 


WH Ono 





352,159 13 


1928 | 2,731,446 | 284,685 II 999,317 37 311,233 
345,800 12 


Nov. 30, 1929 2,865,900 | 291,322 10 1,083,240 38 371,206 


ao 












THE LEGAL SITUATION OF THE BANKS 


The legal situation of the banks is defined by the 
following acts :— 

1. The general joint-stock companies law concerning 
the joint-stock banks. 

2. The banking law concerning banks of short-term 
credit, mortgage banks, banking houses, exchange offices 
and credit co-operatives. 

Furthermore, there are special decrees concerning the 
activities of different institutions, such as institutions of 
long-term credit, state banks, savings banks ; and there is 
also a law governing co-operative credit societies. 

In what concerns the commercial banks having the 
form of joint-stock companies, the basis regulations 
defining their activities are to be found in the banking law 
of March 17, 1928. This law determines the conditions 
of obtaining a concession, fixes the minimum amount 
of stock capital, which depends upon the location of the 
bank. For Warsaw the minimum figure is 2,500,000 
zlotys. The average sum of the stock capital, however, 
does not follow this minimum, and in the year 1929 
ranged at an average of about 5,000,000 zlotys. 

The most important regulations concerning the control 
of the activities of short-term credit banks are as 
follows :— 

1. The authorities of the bank are: The General 
Meeting of Stockholders, the Board of Directors and the 
Management. There is a difference between the Board of 
the British and the Board of the Polish banks in so far 
that the British Board has certain executive functions (a 
member of the Board takes an active part in the manage- 
ment of the bank), while the Polish Board is just a body of 
control and its members cannot manage separate divisions 
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of the bank’s operations. The Polish Management has 
therefore a much larger competence than the British 
Management. The Polish Bank Manager is similar to the 
American Vice-President ; the Polish General Manager is 
more than the British General Manager and is similar to 
the American Bank President. The control of the 
activities of the banks is effected by a body created by the 
stockholders of the bank acting as a Supervising Com- 
mittee and by the organisation of the Ministry of Finance 
which has a special banking department for the control 
of banks. 

2. Total liabilities of a commercial bank cannot be 
more than ten times its own capital. 

3. Banks cannot purchase and sell goods on their own 
account, and are not allowed to purchase real estate 
unless for their own use or in order to avoid losses. 

4. Banks cannot purchase securities for their own 
account for a sum exceeding one-half of their capital stock, 
and cannot purchase their own shares, nor grant loans 
guaranteed by these shares. 

5. Credits to a single borrower exceeding 10 per cent. 
of the capital stock should be approved by the Board. 

6. The banks should create reserve funds out of their 
profits, which funds should reach at least one-half of the 
capital stock. 

The analysis of the situation of Polish commercial 
banks during the past four years leads to the following 
conclusions :— 

1. Commercial banks are steadily becoming stronger, 
and their part in the economic life of Poland as centres of 
capitalization and sources of credits is gaining in import- 
ance. In the sphere of accumulation of capital and 
short-term credit activity the commercial banks represent 
now about the same strength as the Bank Polski, together 
with the state banks. 

2. There exists a tendency towards concentration seen 
from the decreasing number of banking units and an 
advance to the front of a few leading banks. 

3. Commercial banks have become an important 
medium for the attraction of foreign short-term credits, 
especially regarding the financing of imports. 

4. The liquidity of the banks is steadily improving. 
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SOME IMPORTANT 
BURROUGHS 
FEATURES 


Minimum number of result keys. 
Common printing point for adding 
machine and typewriter. 
Keyboard arrangement of both 
units designed for maximum com- 
fort to operator. 

Automatic date in any desired 
position. 

Automatic tabulation to correct 
printing point for all amounts— 
no selection of tabulating keys. 
Automatic computation of balances 
and signalling of overdrafts — 
simple method of printing over- 
drawn balances in red. 

Totals and balances printed 
directly by depression of a single 
key—no need to copy from dials 
or translate complements. 

Journal or audit sheet record of 
all entries, typewritten and figures. 
Automatic accumulation of debit 
and credit postings and balances 
(Debit and Credit). 

Perfect alignment of related forms 
with the special collating carriage. 
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BURROUGHS 
TYPEWRITER 
ACCOUNTING 
MACHINES 


for all Bank figure work 


Burroughs Typewriter Accounting 
Machines combine the automatic 
features of the electrically operated 
adding-subtracting machine with 
a standard typewriter. Each unit 
is complete in itself and is operated 
independently. 


These machines offer the best 
solution to any problem in bank 
bookkeeping routine where full 
description is required. Write for 
information to Burroughs Banks 
Department. 


Burroughs Typewriter 
Accounting Machines are used 
on Waste Books, Remittance 
Letters, Supplementary Lists, 
Lists of specified credits, 
Ledgers and Statements, 
General Ledgers, Bill Books, 
Stock Order work, Posting 
Slips—single or multiple, etc. 


Burroughs 


BURROUGHS ADDING MACHINE 


LIMITED, 
Chesham House, 136 Regent St., London, W.1 





Branches in 
all Principal 
ities. 


Telephone: 
Regent 7061. 
(8 lines.) 










































440 THE BANKER 
Table I GOLD HOLDINGS OF CENT} 


(18 MILLIONS oF §) 











, GERMAN 
ENGLAND] U.S.A. | FRANCE | weLGtuM | NETHER: |penMARK| NORWAY | SWEDEN 

: Total | Ab 

1927 
JANUAKY 150°3 586°8 146-1 17:7 34°2 11-1 8-1 12°4 89°6 ? 
APRIL .. 151°6 622°8 146-0 18-1 34°6 10°6 8-1 12:2 90°6 5 
JULY ee 149°5 619-1 146-0 18°4 33-2 10-0 8-1 2-2 83-1 $ 
OCTOBER. . 149-4 610-6 146-0 19°3 31°9 10-0 8-1 12°7 90-6 3 

1928 
JANUARY 154°7 577-0 145-9 21-0 33°9 10-0 3-1 12-7 91-3 4 
Apri, .. | 157-4 | 564-8 | 145-9 21-7 35°9 10-0 8-1 12-8 | 95-9 | 4 
JuLy _.. } 173-2 | 533-2 | 286-7 22-9 35°9 10-¢ 8: 12-7 | 103-1 | 4 
OCTOBER. . 165-1 539°3 247°3 23-1 35°9 9°5 13:1 121°2 4 

1929 8-1 

JANUARY 154-2 540°8 263-1 25°8 35-9 9°5 8-1 13-0 133-6 4 
FEBRUARY 149-8 552-0 273°9 25°9 35°9 9°5 8-1 13:0 133°6 4 
MARCH .. 151-7 554-8 273°9 25°9 35-9 9°5 8-1 13-0 131°3 $ 
APRIL .. 155-8 570-2 275°3 26-0 34-9 9°5 8-1 12-9 126+3 6 
May ee 161-1 583-8 294-1 27°5 36-1 9-5 8-1 12-9 86°4 2 
JUNE .. 163-2 590-9 294°7 28°2 36-1 9-5 8-1 12-9 86-4 & 
JULY ee 154-4 596-3 295-2 28-8 36°7 9-5 8-1 12-9 97°6 4 
Auaust .. | 139-4 | 603-8 | 309-7 28-9 37:0 9-5 8-1 12-9 | 105-2 | 7 
SEPTEMBER 136-1 610-7 314-2 29-2 36°6 9-5 8-1 13-3 106-9 1 
OOTOBER.. 131-7 619-0 320-2 29°3 36°6 9-5 8-1 13°3 108-3 7 
NOVEMBER 131-9 624-5 324°4 30°5 36-6 9-5 8-1 13°3 109°1 ri 
DECEMBER 137-0 609-1 332-1 32-1 37-0 9°5 8-1 13-2 109-9 7 

1930 
JANUARY 150°5 601-9 341°8 33-6 37-0 9°5 8-1 13-5 111°8 7 
FEBRUARY 150°9 611-3 347-4 33°7 36-1 9-5 8-1 13-4 ] 113-8 | 7 








1 
2 Excluding a small amount held in the Banking Department. 
3 Gold and silver holdings. 


Table II CREDIT AND CURRENCY (millions of £) 





1 2 
CLEARING BANKS BANK OF ENGLAND 
} Other Deposits Government 4 
Deposits Cash Advances [| |... in Banking Seens Notes in 
Bankers’ Depart- Circulation 
Total Balances ment 
1927 
JANUARY .. | 1,693°9 196-7 897°8 116°8 _ 32-7 33°2 365°8 
APRIL ee 1,641-2 191-9 912°3 102-3 — 36°5 35°3 376-8 
JULY ee 1,682-9 193-5 919-2 102-6 _ 49-1 33-4 378-8 
OCTOBER .. 1,710-2 195-6 917°9 100-4 _— 49-7 34-9 3740 
1928 
JANUARY... | 1,747°2 197°6 923-0 112-9 _ 39-9 38-7 371°5 
APRIL -» | 1,690°3 187°4 933-1 96-6 _— 32-2 42-9 373-2 
JULY oe 1,748-9 193-2 932-0 111°3 — 29-8 58°3 376-2 
OCTOBER .. 1,752°7 192-4 937-9 101-2 _- 36-4 52°6 370°1 
1929 
JANUARY .. 1,809°3 198-0 956-1 105-0 67°6 55+1 9°83 363-9 
FEBRUARY 1,777°1 186-5 967°5 99-2 62:4 48°1 57°0 353-6 
MARCH .. 1,739-1 184-4 980-3 99-2 62-0 46°5 61-2 356-4 
APRIL oe 1,743°2 188-5 985-8 99-0 62-6 51°2 55-3 360-4 
May ee 1,732-0 188-4 976-3 95-9 59-8 40-3 59-6 361°9 
JUNE we 1,770°2 192-7 977°2 99-6 63-8 38-3 61°3 361-7 
JULY eo | 1,778°3 189-9 985-9 101-9 65-0 47-3 43-2 368°9 
AUGUST .. 1,758°6 188-0 981-3 97-8 61-4 73°0 30-4 369°1 
SEPTEMBER | 1,753-7 190-9 971-9 101°7 65°2 73°5 32-7 363°5 
OCTOBER .. 1,764°5 189-2 973-7 101-4 63°6 72°2 3l-4 360°7 
NoviMBER | 1751-2 | 186-5 973-0 7-6 58:3 63-5 36-8 356°5 
DECEMRER 1,773°3 201-2 972-7 98°8 62°5 63°3 30-2 369°4 
1930 | 
JANUARY 1,767°5 192-0 969-1 111°8 75°5 60-8 53°7 355°8 


1 Monthly averages, nine banks. 2 Average of four or five weekly returns, % The figures price to 
tion of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “A ‘ 
-— Dec. 1928 issue.) 4 Prior to November 1928, “‘ adjusted” total of bank-note and currency note 
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oNTR Table I—cont. 
F £) oa = ‘ ae EL a ee ee ee 
ERMAN 3 
; | RUSSIA | POLAND foe aia AUSTRIA |HUNGARY| ITALY oie dag SPAIN | AR EN- | JAPAN 
Ab 
| _. 
- | | 
5 . 17-4 5°7 6°3 1°5 6-1 45-3 18-1 101°4 89-9 108-2 
3 | se} 17-5 6:2 6-4 1-7 6-1 45°7 18:3 102-9 89-9 108-8 
1 | of} 18°8 6:5 6-4 1°7 6-9 46°4 18-0 103-0 90-2 109-0 
| ge] 194 7°6 6-4 2:4 71 46°5 18°3 103°1 92°9 108-9 
| 
4 | 20°0 12-1 6-7 2-4 71 49-2 19°5 103-2 96°38 108-8 
) 4 19°2 13°0 6°38 3:4 7-1 §1°2 17°1 103°+4 99-0 108°9 
4 17°5 13-9 6°9 3-4 71 53-3 17-7 103-4 107-2 108-9 
4 15+7 14:0 71 4°9 71 54°6 18-6 103-4 97-9 108°9 
4g | 189 14°3 7°3 4°9 7:2 54°6 20°5 101°5 105-2 108°8 
4 18°9 14°3 7°3 4-9 7°3 54-7 19°1 101°5 99°2 108-38 
sg | 18°9 14-3 7°3 4-9 7°3 55°3 19°1 101°5 95°7 109-0 
r 19-0 14-4 7°3 4-9 7+3 55-4 19-1 101-5 96-1 109-0 
9 19-0 14°4 7°3 4-9 6°3 55-4 19°7 101°5 95°8 109-0 
9 191 14-4 7°3 4-9 6-3 55°6 19.7 101-5 93-1 109-0 
4 20-1 14°5 7°3 4-9 6°3 55-8 19-7 101-6 2-1 1038°8 
7 22°3 15-0 7°3 4-9 5:8 55°8 20-1 101°7 91-5 108°8 
1 26°5 15°3 7°3 4-9 5:8 55-9 20-1 101°7 89°7 108°8 
’ 29-2 15°7 7°5 4:9 5°8 56-0 21-1 101°7 90-0 108-8 
74 29-2 15-7 7°7 4:9 5-8 56:1 21-2 101-7 87-1 108-9 
H 29-7 16°1 77 4°9 5:8 56°1 22°3 101°7 83°3 109-1 
rh | 30-2 16-1 7:7 4:9 5°38 56-1 23-6 | 101:7 
i] 30-2 16°2 7°7 4:9 5-8 56:1 22-2 99-8 
™ are@t of the month, otherwise from returns at the end of the previous month, 
Table III GOLD MOVEMENTS 
aig pep UNITED KINGDOM UNITED STATES 
os TRANS. 
Net Net New VAAL GOLD 
: infax (+) Imports Exports sii (+) Imports Exports ina (+) | OUTPUT 
or Efflux (—) . 4 - - 
mn Exports (—) Exports (—) 
£ millions £ millions £ millions £ millions _ 3 millions : a millions: 3 é millions _£ millions 
—_ ' 
1927 
JANUARY .. 0-0 2:4 3:7 — 14 59°4 14:9 +44°5 3-6 
APRIL + 2-2 5-1 *8 + 4°3 14°5 2-6 +11°9 3°5 
JULY “e + °7 2°7 1-2 + 1-4 10-7 1°8 + 8-9 3°6 
OCTOBER .. + +7 1-3 1-0 + +3 2-1 10°7 — 86 3-6 
1928 
JANUARY .. + 3°9 41 2-2 + 1°9 38-3 52-1 —13°8 3°6 
APRIL ne + 2-4 2-4 *6 + 1°8 5:3 96°5 —91°2 3°5 
JULY a + 21 4-9 1°9 + 3-0 10:3 74°2 —63°9 3°7 
OCTOBER .. — 5-2 3-3 9-4 — 6°1 14°3 1-0 +13°3 3°8 
1929 
JANUARY .. —- 2 2-4 5°7 — 3:3 48°6 1-4 +47°2 3°7 
FEBRUARY — 1-4 2°5 4°4 —- 1°9 26°9 1-4 +25°5 3°5 
MaRcH a. + 1:7 5°3 1°6 + 3°7 26-5 1°6 + 24°8 3:7 
APRIL ‘- + 4+7 3:3 *8 + 2°6 24-7 1°6 +23-1 3°7 
May -| + 5:0 5-8 1-0 + 4:9 24-1 5 +23°6 3-8 
wets — 71 4°3 8-2 — 39 30°8 6 +40°2 3-6 
JULY ee —14°3 4°6 20-6 -16°0 35-5 *8 +34:7 3°38 
AUGUST . — 6°6 3°5 12°2 —- 8:6 19°3 9 +18°4 3°8 
SEPTEMBER — 56 3-8 85 — 4:7 18°8 1-2 +17°6 3-6 
OCTOBERR + 1°3 5°9 5°5 * «= 21-3 3°83 +17°5 3°8 
NOVEMBER + 2°83 7°4 5°7 + 1:7 71 80°3 —23°2 3°7 
+12°1 13°4 3:4 +10°0 8-1 72°5 —66°4 3°6 
1930 
JANUARY + 2:8 8-6 8-3 + 5:3 17-8 1 8:9 1-1-1 3°8 


1 Preliminary, 
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Table 1V 








Week ending 


1929 
NOVEMBER 2 
9 
16 
23 
” 30 
DECEMBER 7 
14 
21 
28 


1930 
JANUARY 
” 
” 


FEBRUARY 


” 


nee 
Ore anwne » 


— 


LONDON 


Discount Rates 


Day to 


Day. Fine Trade 


Bills 
3 months 


Bank Rate Bank Bills 


$ months 


tate 


Per cent. Loan Rate. Per cent. Per cent. Per cent. 


oo 
NADA 


C-9 wpo se 
Ridin dais OO aed 


oN 
T=) 
SOSCroCOnNon, 


L 


ei ie ihe OVO ON oT 
ot 


me" ecmsenms C7 


oo 


OANA MIRAAD 
CSoreret 
Her eReeee epee 


He Orr oro Or or 
re aera ered 
COD CO CO ee 
NNCOrCU 
CnNoeK he 


> em Oro Oren or 
meee 


or eee 


bees: Tender 


Treasury Bills 


Amount 
Applied for 


Amount 
Offered 


£ millions £ millions 











VAR OF EXCHANGE... 


All figures given above, except those of 


Table V 





NEW YORK 
StoL 


PARIS 
Fr. to £ 


MILAN 
Lire to £ 


1 
48665 12¢°28 


3 
ZURICH 
Fr.to£ 


MADRID 
P’tas to £ 


2s"2215 25°22I5 





1927 
JANUARY 
APRIL 
JULY es 
OcTOBER 


1928 
JANUARY 
APRIL oe 
JULY oe 
OCTOBER 


1929 
JANUARY 
FEBRUARY 
MARCH 
APRIL 
May 
JUNE 
JULY 
AUGUST .. 
SEPTEMBER 
OCTOBER 
NOVEMBER 
DECEMBER 


JANUARY 


fasta tetiaet taeda ee oe 





| 
| 
The old parity of 25-2215 


The old parity of 25-2215 
Tne until November 192%. 





Bank Rai 


Per cent 


—_—_ 
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Table [V—cont. 





NEY 












































































NEW YORK PARIS BERLIN AMSTERDAM 
i 
Market Market Market Markev 
nount Bank Rate Discount Call Money | Bank Rate Discount Bank Rate Discount Bank Rate Discount 
lied for Rate Rate Rate Rate 
nillions Per cent. Per cent. Per cent. Per cent Per cent. Per cent. Per cent. Per cent. Per cent. 
wah, i 
4:9 2 wait ws 
: 5t 493 6 34 34 733 7s 5t 4h 
#; 5 4+ 6 3} 3} 7 i 5 482 
: } 437 53} 34 3} 7 6 452 4} 
3-6 44 33% 43; 34 34 7 65 4 4a 
+ 4 st 4} 3h 3} 7 642 4 324 
‘7 4 3} 4} 34 3 7 7 4 $43 
3 4} 3f 4} 34 3 7 632 it 33% 
3 44 34 4H 3 34 7 7 4 33} 
1 44 42, BR 3 34 7 7 4h 332 
: 4} 38% 52 3} 3} 7 68! 4} 332 
#: 4} 4 aii 3} 3% 7 ei 44 Br 
. 44 4h 4} 3 3% 6} 634 4} 25 
+. 4h 4h | \ 3h 38 64 64 4 2H 
“s 44 4, 4} 3} 3% 6} 6 4 23 
1 4i 32: 1} 3 2%} 6:'s Sit 4 2H 
9 4i 31 4 3 23 | 6 58 4 25 
e of asury Bills, are averages of daily rates. 
REIGHXCHANGES Table V—cont. 
DAI \ygRAGES 
D | AMSTERDAM BERLIN STOCKHOLM BOMBAY KOBE RIQ.DE, | BUENOS AIRES 
£ | Fl. to Rink, to £ Kr. to £ d. per Rupee d. per Yen. d. per Milreis | d. per Gold Peso. 
F 12°107 20°43 18159 18 2¢°58 58997 47°58 
tin - ’ 
| 
) 12-135 20-453 18-171 18-032 24-152 5-799 46-425 
, 12-139 20-489 18°135 17°885 23-899 5+832 47-557 
4 12-119 20-450 18-128 17-871 23-311 5-829 47-761 
, 12-116 20°408 18-084 17-972 22-962 5-910 47-894 
) 12-087 20-461 18-138 18-095 23-096 5-918 47-833 
: 12-111 20-412 18-184 18-004 23-469 5-923 47-807 
12-084 20-384 18-161 17-913 22-653 5-902 47-426 
12-096 20-364 18-138 18-064 22-879 5-918 47-339 
| 12-091 20-402 18-138 18-056 22-549 5-905 47-413 
12-116 20-447 18-154 18-013 22-383 5-896 47-387 
12-115 20-455 18-168 18-007 22-037 5-857 47-279 
12-090 20-475 18-173 17-965 22-082 5-869 47-284 
12-067 20°415 18-154 17-912 22-111 5°875 47-244 
12-075 20-335 18-114 17-854 21-745 5-873 47-161 
12-086 20-359 18-098 17-820 22-541 5-873 47-227 
} 12-103 20-360 18-101 17-831 23-131 5°875 47-211 
} 12-093 20-362 18-101 17-869 23-424 5-870 47-197 
12-098 20-397 18-141 17-871 23-584 5-860 46-817 
12-087 20°382 18-149 17-886 24-006 5°797 46-258 
12-095 20-336 18-102 17-939 24-096 5°561 45-865 
12-102 20-387 18-136 17-931 24-254 5°525 45-043 


15 #5 abandoned as from June 25, 1928. 


ae abandoned as from December 22, 1927. 
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Table VI BRITISH 
TRON & STE 


COAL PIG-IRON STEEL PACTURE! 








1 Exports 2 : 
Production (including Number of Production Production 


Coke) Furnaces in 


Millions of Millions of Blast Thousands of | Thousands of | § | Thousands 
Tons Tons T T of Tons 








1927 
JANUARY 
APRIL 
JULY 
OCTOBER 


1928 
JANUARY 
APRIL 
JULY 
OCTOBER 


1929 
JANUARY .. 
FEBRUARY .. 
MARCH oe 
APRIL ° 
May ee 
JUNE 
JULY ee 
AUGUST .. 
SEPTEMBER 
OCTOBER .. 
NOVEMBER .. 
DECEMBER .. 


1930 
JANUARY .. 


See ee 


WORD 
Crm 209 





ocoono 
ON be tee 
mao w 


COARHSOWAANS 
ARNON OOO Oe 
WHwarwamaonwe 





rr) 











1 Total for four weeks. 2 Returns issued 


Table VI BRITISH TRADE AND INDUSTRY—cont. 


1 
OVERSEAS TRADE BANK CLEARINGS UNEMPLOYMENT 


5 
3 4| Index ot 
2 | c Percent- | Numbers | Produc. 
Imports | Exports | Re-exports} London |Provincial| Total pow ary age ot on Live tion 
“Country” oe insured | Register | (Quarterly) 

Total persons 
£ £ £ £ £ £ £ unem- 00's 1924 = 10 
miliions | millions | millions millions | millions | millions millions ployed omitted 








> 





192 
JANUAR 
APRIL 
JULY 
OcTOBE 


192 
JANUAR 
APRIL 
JULY 
OCTOBE 


19% 
JANUAI 
FEBRU/ 
MARCH 
APRIL 
May 
JUNE 
JULY 
AvGuUs 
SEPTE3 
OcTOB. 
Novem 


DH am 
anon 
Cana 
Gots &S 

a 
coon 
Aw RO 


wows 

— 
te he ek) 
ouow 
bobo orcs 
Aaaw 
moro 0 
Corts 
lad 
-— OO 
Dausl 


OCTOBER 


1929 
JANUARY 
FEBRUARY 
MARCH .. 
APRIL .. 
May ee 
JUNE ee 
JULY oe 
AUGUST .. 
SEPTEMBER 
OCTOBER. . 
NOVEMBFR 2 
DECEMBER 106-6 


1930 
JANUARY 101-9 3 


-oO 
eee 
NDBDOavowmooococso 
re 


ee 


~ 
ocooceo co_m 
Seaman s 


0 mS NEN co 
om OI OcawE8 


SWHSWHSKRIANK 


_ 
= 
° 
i] 


ee 
S 
@ 
PRAM ONSRNaIS 


CHK ISSCAMUMOwH 

as ee = 
SoSOewoeooeSCo 
em CoCo COMO MNO Om 
OOO Rm Om OEE EN 
DE ae test est pet fk ett fk dd 
OA NON hm Oe OVO ON OVEN 
SAK HK IDPSMARS 
He COCCOCCCONN 
HK OnOPomOoOMNE 


[tl antignigntion! 


oe 


o 


15-4 ; 12-6 


@ 
to 


10°4 | 


1 Daily averages based on weekly or monthly returns. 2 “Country” clearings at London Clearing 
House, 3 Total clearings (London “Country” and Provincial) adjusted, for comparative purposes, 
application of Board of Trade index number of wholesale prices (1924 = 100). 4 Average of four or five 
weekly returns. § Reprinted by courtesy of the London and Camb: Economic Service 
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) INDUSTRY Table VI—cont. 


|IBON & STEEL & MANU. s 
RCTURES THEREOF MACHINERY 








COTTON WOOL 




















2 s Exports of Exports of Exports of Exports of Reports of 
ction Imports Exports Imports Exports arns Piece Goods ‘ops Wool and ool and 
Worsted * ors' 
arns Tissues 
nds of Thousands Thousands £ £ Millions of Milliorms of Millions lions Millions of 
ns of Tons of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yds. 












wm cco Os 
On ag 





SNF 
Orne 02.09 
fe HB OO oe 











asds 





boron 
OAoo 
> ie CO 
Onno 













SOKA ORROMO 
hobo coro ro bono co tO Go BOO 
COeRONERRNOE 
Co me Com Com CED OO 
PH AAICH PAI OW OR 
ms 
So 
We Os CoP ENRICO OO 


| 250 333 1'531 5,079 12°5 284- 
| 256 332 1,629 4,408 14°5 273° 





to 
Li) 
_ 
i) 
x 
— 
~ 
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310 352 | 1,514 4,456 13-2 313- 
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National Federation of Iron and Stee! Manufacturers, 








Table Vit COMMODITY PRICES 


UNITED KINGDOM 











GERMANY FRANCE ITALY? 

















1 | Wholesale | Wholesale] Cost of 








ae Wholesale Wholesale| Cost of | Wholesale} Cost of 
uc. eA tela Cost of (Depart. | (Reichs. | Living ‘s antl. Living Living 
2 Living | mentof bord) (Reichs- Signe (Statis- 

erly) Board of | “ Econ- | (Ministry| Labor) bord) | Générale) | _ tigue 

10 Trade omist” jof Labour) Générale) 

1913/14 Jul (Jan.-Ju'y) 


July iy 
1913= 100] 1913 = 100 | 1914 = 100 | 1913 = 100 | 1913 = 100] = 100 | 1013 = 100 | 1914 = 100 | 1913 = 100) -¥l4 = 100 








| 
1927 


i JANUARY .. | 143°6 | 143-1 172 138°4 135-9 | 144-6 | 621-8 524 
¥ APRIL -- | 189-8 | 142°8 164 134°3 134°8 | 146-4] 636°3 525 
‘9 JULY oo | 142°2 | 144-1 164 134°8 137°6 | 150°0 | 620°5 507 
4 OCTOBER +: | 141°4]| 142-5 169 139-0 139°8 | 150°2 | 587-0 498 









1928 






: JANUARY .. | 141-1] 141°5 166 138-0 138-7 | 150°S | 606-7 507 134-3 145 
4 APRIL o. | 142°9 | 145-7 164 139°5 139-5 | 150°7 | 623-8 519 134°7 145 
2 JULY +. | 141:1 |] 141-9 165 140-8 141°6 | 152-6 | 623-8 519 132-6 143 

OCTOBER .. | 137°9 “9 140-1 140°1 | 152°1 | 617-0 531 133°5 144 











1929 
JANUARY 138-3 | 136-1 165 139-3 138-9 | 153-1 | 630-6 137-4 148 
FEBRUARY . 138-4 | 187-3 166 138°5 189°3 | 154°4 | 638-5 547 135-3 148 
MaRcH «+ | 140°1 | 188-1 162 139°7 139-6 | 156-5 | 639-4 135-4 153 
APRIL ‘ 138-8 | 135-0 161 138-7 137-1 | 153-6 | 626-7 133-8 150 
May -. | 185°8 | 131°5 160 137-2 135-5 | 153-5 | 622°8 556 131°6 148 
JUNE ° 185-6 131-7 161 138-1 135-1 153-4 610-0 130-3 149 
JULY -- | 187°4] 134°6 163 140°4 187-8 | 154-4] 613°0 129°5 148 
AvcustT .. | 135°9] 134°5 164 140-0 188-1 | 154-0 | 596-4 555 128-6 146 
SEPTEMBER... | 135:8 | 131-9 165 139°7 138-1 | 153-6 | 597°3 128-1 147 
OCTOBER .. | 136-1 129°6 167 138-0 137°2 153°5 589-5 127-6 149 
NOVEMBER... | 134-0 126-9 167 135-2 135°5 153-0 583-7 566 126-0 149 
DECEMBER .. 132°5 126°9 166 135-0 134°3 152-6 575°8 124-6 150 









1930 


JANUARY 131-0 | 123-7 164 182-3 | 151-6 | 562-1 123-9 150 














1 The indices, which are for the 1st of the “month, are entered for the previous month to facilitate 


comparison. 
2 Gold index. 
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The Banker’s Bookshelf 


In this column the Editor of THE BANKER will call attention to books 
whith have a special interest for bankers. 


THE MEANING OF Money. By HartLey WITHERS. (John Murray. 6s.) 


We in this country should realize how fortunate we are in 
possessing not a few writers on money and banking who, besides 
holding a wide knowledge based on intimate, regular contact with 
banking and the money market, also have the gift of exposing clearly, 
concisely, accurately, and above all interestingly, the knowledge that 
they possess. Of these Mr. Withers is one, and testimony to the way 
in which he exhibits these attributes is given by not only the large 
number of works which he has published—now about a dozen—but 
by the success with which they have been received. ‘‘ The Meaning 
of Money ” is an early volume which, after twenty-seven impressions, 
has now appeared in a fifth edition. As the fourth edition was issued 
so long ago as 1916, the need for revision is obvious. This has now 
been done on a generous scale, so that although the titles of his chapters 
and the space allotted to them remain almost unchanged, the matter 
has in many places been recast and brought up to date. 

Mr. Withers points out in the new preface that, when first issued 
in 1909, he set out to demonstrate that : 


(1) Bank deposits are created by loans and advances. 

(2) Some of the banks did not keep large enough cash reserves. 

(3) London was the monetary centre of the world. 

(4) The duties and functions of the Bank of England were impeded 
by the lack of sufficient connection between Bank rate and the market 
rate. 

He now shows that (1) is generally accepted ; (2) has lost significance 
because of the progress of the amalgamation movement in banking; 
(3) has been modified somewhat by the rise to importance of the 
U.S. money market; (4) is met by the introduction of the necessary 
link—a normal rate for lending to bill brokers of 1 per cent. under 
Bank rate. 

From this epitome it is clear that changes in the intervening 
twenty-one years since the book was first published have been 
notable; the merits or demerits of Mr. Withers’ new writing are 
accordingly largely bound up with the way in which he deals with 
these numerous changes. 

Before considering these it is necessary to refer to the fact that 
with regard to the doctrine that “loans create deposits,’’ Mr. Withers 
retains the same exposition which he gave in the earlier editions of the 
work, This gives a clear explanation of the process and provides 
useful and adequate examples. But in view of the need for giving a 
precise statement of such an important doctrine and the opposition to 





Correspondent Banks 


NEARLY a century’s accumulated ex- 
perience and conservative progress have 
qualified the Westminster Bank to offer 
its characteristic services as a London 
correspondent to foreign and colonial 
business establishments. It functions 
through a system of over a thousand of 
its own branches in England and repre- 
sentation in every banking town in the 
world, and is amply equipped (as are the 
Paris and Brussels offices of the West- 
minster Foreign Bank) for specialized 
service in credits, collections, exchange, 
and all the ramifications of modern bank- 
ing. Banks or merchant houses wishing 
to establish a London connexion are 
invited to communicate with 
the Manager 


WESTMINSTER BANK 


LIMITED 


Head Office: 41 Lothbury, London, E.C.2 
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it manifested by the late Dr. Leaf, the two outstanding qualifications, 
viz., that where loans are taken in cash and where one new loan 
merely serves to offset a pre-existing loan the simple sequence is 
broken, should have been introduced. 

The new matter consists mainly of a discussion of the monetary 
history of recent years; of the pros and cons of the gold standard; of 
schemes for remedying its deficiencies ; of the rise to importance of the 
Federal Reserve system, and the New York money market; of the 
veracity of the Quantity Theory; and of the arguments for and 
against falling, rising, and stable price levels. To speak generally, 
with all these matters, Mr. Withers deals just as readily, as interest- 
ingly, and as concisely as of old. He is throughout closely informed, 
accurate, and alert to recognize the need for changed policies. It is 
in respect of this last, perhaps, that his book is worthy of attention, 
for he preserves excellent balance concerning current controversy, 
arrives at sound conclusions, and yet indicates the need for more 
progressive thinking. 


TARIFF — By Sir Crive Morrison-BE.t, Bart., M.P. (John Murray. 
7s. 6d. 

Tuis little book is an extremely interesting history of the author’s 
famous map illustrating the tariff walls of Europe. It is more a human 
account of the conception of the idea, the construction of the map, and 
its introduction to the financial, economic and business world, than 
a scientific treatise on the measurement of the height of tariff walls. 
Still, this in no way detracts from the book’s value, especially as the 
author pays full tribute to the statistical investigations of Mr. Loveday, 
of the League of Nations staff, into the question, and indeed quotes the 
report he prepared for the Preparatory Committee for the World 
Economic Conference. 

Sir Clive Morrison-Bell can fairly share with others such as the late 
Mr. Walter Leaf the credit for doing the spade work which led to the 
Economic Conference of 1927 and so to the focussing of world attention 
upon the problem of tariffs and other restrictions upon trade. The 
fact that his work took a form which appealed as much to the man in 
the street as to the trained banker or economist adds to rather than 
detracts from its value. 


THE SOVIET UNION IN RECONSTRUCTION. By L. SEGAL. 





(Blackfriars Press. Is.) 


Tuts booklet of sixty-five pages aims at giving a detailed account 
of the new five-year plan and the effect, so far as it is already visible, 
it is having on the country. The general thesis, as set out in the 
preface, is that “‘ A wider horizon has opened up before the more than 
one hundred different nationalities living in the Soviet Union, and the 
whole cultural and economic life of the peoples has undergone a 
complete transformation.”’ It is not the purpose of the author to 
make a critical appraisal of existing conditions and to account for 
them, so much as to explain in enthusiastic terms what importance 
Russia hopes eventually to achieve as an economic unit. 
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Company Meetina 


SOUTH METROPOLITAN GAS COMPANY 


INCREASED SALES OF GAS 


Dr. CARPENTER ON 


HE ordinary general meeting of the 
I South Metropolitan Gas Company was 
held, on February 12, at the Cannon 

Street Hotel, E.C 

Mr. Charles Carpenter, D.Sc., M.Inst.C.E. 
(the President), in the course of his speech, 
said: Ladies and gentlemen. The first 
paragraph of the report informs you of the 
progress made during the past year in the 
number of our consumers and in our sales of 
gas. I ought to say at once, however, that 
there is no co-relation between the two sets of 
figures. The increase in the number of con- 
sumers has been almost entirely the result 
of building activities in the south-east area 
of our districts where new estates are being 
laid out on land which was until recently 
pasture with some tillage. Of these new 
houses some 3,500 were comprised in the 
schemes of public housing authorities, the 
remainder being constructed by private 
enterprise. It will be remembered that in 
laying out these estates a much larger area 
of vacant land per unit of inhabitant is taken 
than that ruling generally all over London, 
and it must follow that the cost of providing 
roads, sewers, water and gas is proportionately 
increased. In this respect, therefore, we 
cannot hope that our new consumers will be 
as profitable to us as our older ones, since the 
capital costs for mains and services per therm 
sold must be perforce higher. The last 
sentence of the paragraph is, I think, self- 
explanatory. It refers to the fact that the 
increased gas requirements of our neighbours, 
the South Suburban Company, are being met 
by gas produced at our large riverside works 
at East Greenwich. 

Low TEMPERATURE CARBONISATION 

As regards the “‘ coalite’”’ plant, the con- 
tractors are well forward with the construc- 
tion of this; the retorts have been delivered, 
and the late summer should see the completion 
of the work in anticipation of next winter’s 
requirements. As regards what is known as 
the K. S. G. plant, there have been certain 
mechanical troubles arising in the operation 
of this which were rather disturbing. We 
have carbonised about 2,300 tons of coal in 
the apparatus, and the yields therefrom have 
been promising. I can indeed go so far as to 
say in regard to most of the low temperature 
carbonising schemes that, simply as processes, 
there appears no reason why they should not 
be successful. But whether they can be 
operated as economic successes is not yet 
clear. Much will depend upon the utilisation 
of the tars produced by the process. 


CAPITAL IssSUE FORESHADOWED 


_ Two years ago you authorised an applica- 
tion to Parliament for an increase of our 


THE COAL PROBLEM 


capital powers. The Bill duly became law, 
but, owing to an oversight a year ago, you 
were not asked to authorise the issue of that 
capital as and when required. . That omission 
you are now asked to rectify, as the time is 
approaching when an issue will have to be 
made, 

QUESTION OF MINERS’ WoRKING Hours 

I have so far left untouched the most 
serious of all matters with which we are face 
to face to-day. The late Lord Oxford aptly 
described coal as the “life blood ’”’ of the 
Nation, and that is especially true of that 
part of the Nation comprised by the gas 
industry. Of the 245 millions of tons raised 
in this country it uses but 16} millions, a 
disproportion which constitutes a _ great 
handicap in making its voice heard effectively 
compared with the organisation which speaks 
for practically all the proprietors of collieries 
on the one hand, or the Union which voices 
the aspirations of all the employees in them 
on the other. No reference to the coal 
question would be complete without including 
that of hours, and I must say a word or two 
with regard to that before I come to the most 
important part of the subject to which I 
desire to direct your attention this afternoon. 
The primary duty of a trade union, the one 
that comes first and foremost before all others, 
is the finding of, and the maintenance of its 
members in, employment; that necessity is 
ever paramount in its leaders’ minds and no 
one can wonder, least of all those who have 
had to face the spectre of unemployment, 
even with the relief given to-day by mutual 
insurance, that the avoidance of unemploy- 
ment and the provision of regular work is 
the direction towards which their leaders first 
look for the amelioration of their members’ 
status. Of all methods of achieving this 
none is more popular with them than the 
reduction of hours. It is so simple a process. 
Assume there is available work to be carried 
out which needs, say, forty thousand hours’ 
work in one month. With a normal working of 
fifty hours per week, work would be available 
for 200 men. But 220 could be employed if 
the week were reduced to one of forty-five 
hours. Little fault could be found with such 
a policy directed towards a seven-and-a-half 
or even a seven-hour day for the coal industry 
if other Nations followed suit, and that, of 
course, depends on how far labour discussions 
in Geneva crystallise into accomplished facts, 
As a buyer of coal therefore I am not greatly 
concerned in the matter of miners’ hours, 
always provided their relationship is recog- 
nised to those current in other coal-producing 
countries. No one who knows anything about a 
miner’s life can fail to be sympathetic with him 
in hisendeavours to minimise its disabilities. 


LL 
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Gas CoAL PRICES 

I pass now to the marketing side of coal. 
It has been seriously suggested, and I say 
seriously because I understand the view has 
been accepted in Government circles, that— 
I quote letters in the Press of two or three 
weeks since—‘‘ Gas producers have been 
using coal under cost for many years past 
owing to the foolish competition of gas coal 
pits,’ and again, “‘ It is now well known to the 
majority of the public that for some years 
past gas companies have obtained supplies of 
fuel at prices very much lower than the cost 
of production.” And again, ‘‘ Gas companies 
are stated to have formed buying rings by 
which they have played off one colliery against 
another.” Finally, the President of the Board 


of Trade is reported to have stated that “ all 
parties recognised that they could not con- 
tinue to sell coal to public utility enterprises 
like gas, electricity, railways, etc., either at a 
loss or at am unremunerative level. So far as 
London is concerned, those statements are 
ill-founded. I have been closely associated 
for the past twenty-five years with the pur- 
chase of the gas coal required by the 
Company, and I can unhesitatingly say it 
has never been a member of any buying ring 
or other like organisation. It has always 
bargained separately and independently for 
its supplies of coal. 

The report and accounts were unanimously 
adopted, and resolutions were passed autho- 
rising the issue of new capital as proposed. 


Bank fieeting 
BRITISH AND HUNGARIAN BANK, LTD., BUDAPEST 


BALANCE SHEET ITEMS 
INCREASED PROFIT 


the meeting of the board of directors, 

February 8, 1930. The following are 
the main balance-sheet items of December 31, 
1929. The respective figures for 1928 are 
quoted in parenthesis : 


PROFITS AND ALLOCATIONS 
Gross” profits, P.  8,150,089-66 
(P. 7,287,211+26) ; net profits, P. 3,482,618-92 
(P. 3,477,339°46). As last year, 14 per cent. 
dividend will be paid therefrom, i.e. P. 7 
per share, being altogether P. 2,520,000 (the 
new shares will be entitled to dividend only 
from 1932 on). Allocations: To reserve 
fund, P. 250,000 (P. 250,000); to clerks’ 
pension fund and pension reserve fund, 
P. 325,000 (P. 300,000). Balance carried 
forward to 1930, P. 172,161 (P. 164,225). 
Several hundred theusand pengo more taxes 

have been paid than the year before. 


T HE final accounts have been stated in 


BALANCE SHEET 
Own capital, P. 40 million (P. 31-5 million). 
Deposits and creditors P. 132 million 
(P. 121 million). Own dollar and pound 


Telegraphic Address : 
Ultramarin, London. 


{U GUE 


Capital Authorized : £1,500,000 


sterling mortage bonds outstanding, P. 11-3 
million (P. 11-4 million), Cash in hand, 
P. 12*4 million (P. 7:5 million). Bills, 
P. 63 million (P. 61-3 million). Bills dis- 
counted, P. 315 million (P. 285-1 million). 
Advances on securities quoted on the Stock 
Exchange and on produce, P. 7:1 million 
(P. 8-7 million). Debtors, P. 65-1 million 
(P. 53°6 million). Sinking fund mortgage 
loans, P. 12-6 million (P. 12-7 million). Total 
of balance, P. 196-3 million (P. 173-3 million). 


PROPOSED ABSORPTION 


During the same meeting the board of 
directors decided to submit to the annual 
ordinary general meeting a proposal con- 
cerning absorption of the Anglo-International 
Bank, Ltd., Budapest Representation, by the 
British and Hungarian Bank, Ltd. Further, 
the board of directors will propose that as a 
delegate of the Anglo-International Bank, 
Ltd., London, the managing director of that 
institution, H. E. Peter Bark, G.C.V.O., late 
Minister of Finance of the Russian Empire 
under the Tsar, be elected a new member of 
the board of directors. 


Telephone: 


SE COLONIAL AND 0 VERSEAc, Wall 0295. 


9, BISHOPSGATE, E.c 2. 
; C 


BANg Lrp 


CapitallIssued and fully paid : £1,000,000 


Ss 
BANCO NACIONAL ULTRAMARINO, LISBON and its Offices in 
Sele | PORTUGAL, the PORTUGUESE COLONIES, BRAZIL and BOMBAY 


Agents for 


and for BANQUE FRANCO-PORTUGAISE D’OUTREMER, PARIS. 


The Bank places at the disposal of its clients a complete international banking service. 
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Economic and Financial Reform 
in Ecuador 


By Sr. Abelardo Moncayo Andrade 


HE Republic of Ecuador, one of the Western States 
of Latin-America, situated between Colombia and 
Peru, has just been the scene of a dramatic 
transformation in affairs financial, economic, and perhaps 
even political, in a more rapid and complete form, 
maybe, than has ever happened anywhere else in the 
world. Naturally, the progress made can in no way be 
compared relatively, as yet, with other countries of 
greater importance. It would be manifestly unjust to 
compare the modest efforts of a nation of two million 
inhabitants, which has hardly commenced to resolve its 
basic problems and to participate in the benefits of 
civilization, with other countries showing signs of wealth 
and progress, because the iatter have long conquered 
their initial difficulties, and completed their economic 
apprenticeship, and have been for decades, and even 
centuries, developing their national energies to the 
fullest extent. Ecuador is still a frontier country, at the 
end of civilization, whose territory, for the greater part, 
is still uncultivated, and where the possibilities for the 
future greatly exceed anything that has been realized 
up to the present. However, if the situation reached 
during the last three years is compared with that 
obtaining up to that time, a surprising change for the 
better may be observed, from many points of view. 
Long years of financial instability and of a depreciated 
and fluctuating currency, under the regime of inconver- 
tibility, had injured national economic life very deeply, 
and destroyed the credit of the country. Numerous 
LL2 
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autonomous bodies, created by successive legislatures 
for the purpose of carrying out public works, etc., were 
empowered to collect taxes specially created for them as 
well as to benefit from quotas assigned to them from the 
ordinary income of the Government. They also had 
authority to invest the product of these taxes and quotas 
wherever they pleased, without central control of any 
kind being exercised. This caused extreme confusion. 
The service of the External Debt had been suspended 
from 1912. The Internal Debt kept on growing by leaps 
and bounds, year by year, owing to the loans which the 
Government obtained from the banks, and the obligations 
of all kinds it contracted, without the Government being 
able to cover them. Credit being exhausted, and the 
banks insisting on mortgage guarantees in order to grant 
fresh loans, the Government did not hesitate in giving 
in to them, the case having occurred of various public 
edifices being mortgaged for overdue loans. 

This was the situation at the end of 1925, when 
reforms were initiated, these being completed in 1927 
by the promulgation of laws, prepared and recommended 
by a mission of foreign economists, presided over by 
Professor Edwin Walter Kemmerer. This mission was 
arranged by the Government with the dual purpose of : 
(I) assuring that only efficient projects be put forward, 
and (2) of conquering the resistance of powerful interests, 
allied to the policy of inflation and fiscal disorganization. 

Inspired by the advice of the Kemmerer Mission, the 
Government proceeded to a fundamental reconstruction 
of the fiscal system. It created an institution, inde- 
pendent of the Executive and responsible to Congress, 
which was named the “ Contraloria Central’ (Central 
Controlling Body), charged specially with seeing that the 
Budget Law was complied with, and with intervening 
in and fiscalizing Treasury operations. It also had to 
audit the accounts of all officials responsible for the 
handling or custody of monies or other properties of the 
State and the Municipalities. In order to be able to 
comply with its onerous duties, the Contraloria Central 
of Ecuador is invested with even greater powers than the 
corresponding body in Great Britain for the Contraloria 
goes into the details of every payment, which cannot be 
made without its previous sanction. It is also obligatory 
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on the part of these officials to render a daily account of 
payments made in order to check their validity. 

Simultaneously with the creation of the Contraloria 
Central, the Government reorganized the Treasury, 
constituting within it bodies responsible for the celerity 
and efficiency of its working. These were: the Direc- 
torate of the Treasury, for the administration of public 
monies, the collection and investment of which was to 
be under its direct control; the Directorate of Taxation, 
for the assessment of taxes; the Directorate of Customs, 
for the control of this section; the Directorate of the 
Budget or Exchequer, for the compilation of estimates 
and information relating to income and expenses, and 
for drawing up the annual Budget; and the Directorate 
of Supplies (or Supply Division), for the co-ordination of 
the necessities of the various departments, and for the 
supply of the materials they require. In the Press, and 
even in the Legislative Assembly, it has been said that 
this reorganization takes away the authority of and 
eliminates the Minister of Finance, but in practice the 
contrary has been found to be the case. Under the new 
system the Minister of Finance, freed from routine and 
detail work, is able to attend to the greater issues. If 
this freedom from detail is essential to true efficiency in 
the case of a business chief, how much more so must it 
not be in the case of the Chief of the National Finances, 
which is the greatest and most complicated business 
there is in any country? His labour consists in marking 
the paths which the Treasury policy is to follow, in solving 
the problems created by this policy, in studying and 
preparing financial projects, and in making decisions on 
proposals put forward, as well as on requests and claims 
made. In short, he is free to attend to the true duties of 
a Minister of Finance. For the rest, the Minister has 
jurisdiction over the Directorates of his Ministry, as part 
of his work. 

Also, following recommendations made by the 
Kemmerer Mission, the system of taxation was radically 
reformed. The grave injustices of the old system were 
abolished, and the basis of exemption for the poorer 
classes was amplified. The system of collection was also 
made more efficient. 

The effect of these measures may be appreciated by 
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the following figures, in millions of sucres, comparative of 
revenue and expenditure for the years 1923 to 1929: 

1923 1924 1925 1926 1927 1928 1929 
Revenue -. 25°8 31°6 38:9 44°9 51°I 61°6 59°9 
Expenditure .. 33°9 38°5 45:2 38:9 46:2 57°4 52:8 


For purposes of a more exact appreciation, the follow- 
ing explanations should be taken into account : 

(a) The figures of total revenue for 1923, 1924 and 
1925 are established by the consolidation of all the 
available public resources, including those which belonged 
to decentralized bodies, and the figures for expenses for 
those same years represent the actual outgoings also 
consolidated, but not the obligations which were left 
outstanding, whose total increases the deficit, as, adding 
them on to this, the total annual increase in the Public 
Debt is obtained. 

(6) The figures of revenue or resources for the years 
1926 and 1927 represent only the actual amount of 
revenue. In 1927 the Government also had the benefit 
of extraordinary revenue, produced from the accumulated 
deposits abroad and the new valuation of the gold 
reserves, in conformity with the new parity established 
by the Monies Law, all of which was applied to the special 
cancellation of the Internal Debt. 

(c) The figures for 1928, referring to resources, com- 
prise, as well as actual ordinary revenue, the sum of 
S/.3,565,102, transferred from the surplus of 1927, and 
incorporated in the Budget of 1928. 

(zd) The figures, for both revenue and expenditure for 
1929, are provisional, as they represent the product of 
collections and the actual total of expenses up to 
December 31 of that year. The law establishes a supple- 
mentary period, which expires on March 31 of each year, 
for the definite liquidation of each account. During the 
said period this year the total income from consular fees 
and other items calculated at approximately S/.800,000, 
will be added, and to the total of expenses will also be 
added the value of the various obligations outstanding 
from 1929, which are in course of liquidation, in order to 
be paid. 

The following comparative statement of actual revenue 
and expenditure for the years 1928 and 1929 will perhaps 
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serve to give a clearer idea of the solidity of Ecuadorean 
finances ; all figures are in millions of sucres : 







REVENUE 





Income from National properties - ee 
National services .. wa we es - oo 899 3°2 






Taxes : 1928 1929 
Consular fees 3°9 3°9 
Imports 19°6 = 19°8 
Exports 5‘I 3°9 






Other taxes we ae oe we - .. 24°0 24°9 
Miscellaneous ie ss ui . : 











EXPENDITURE 





Legislative power , os es 0-4 
Judicial power - re os us vad o» G6 
Executive power O-l 
Ministry of Interior : 






Police 2°9 3°0 
Public works 10‘7 I1I°4 
Municipalities 2°3 2°5 
Other expenses 0-8 0°9 










Ministry of Foreign Affairs 
Ministry of Education : 
Education 
Post Office 
Telegraphs and telephones 
Other expenses a 





CoH OD 
NN COQ 
on OM 

on 


és dea 








HUNODOANO 
COH DUN COO »3 Co 


Ministry of Agriculture, Public Health, etc. 
Ministry of Finance 

War Ministry 

General expenses 

General Comptroller 

External Debt 

Internal Debt 


HOO ORWN 
DAWBAW IR SOG 











57°4 53°0 

As will be seen in the above statement, the total of 
expenditure for 1929 is less than for 1928. Apart trom 
what has previously been indicated, with regard to the 
supplementary period for the liquidation of accounts, it 
would appear, at first glance, that the difference occurs 
in the items corresponding to the External and Internal 
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Debts, on the subject of which the following explanations 
are necessary : 

(a) The Internal Debt, made up of bank loans and 
miscellaneous obligations which have not been met, 
reached a total of S/.49,335,427:29. The Government 
decided on an energetic policy of cancellations designed 
to restore public internal credit, and to liberate immobile 
capital and make it available for the necessities of industry 
and commerce. In this direction, as well as having, as the 
law provided, credited the loan from the banks with the 
total sum emerging from the new valuation of the gold 
(S/.14,011,615-18) in 1926, 1927, and 1928, the Govern- 
ment allocated large sums for the reduction of the 
Internal Debt. In 1928, also, a special Commission was 
brought into being, in order to revise the Internal Debt, 
and inspired by the recommendations of this Commission, 
a decree was promulgated, which ordered the payment in 
cash of certain credits, and the consolidation of the 
balance in bonds, carrying 6 per cent. interest and I per 
cent. amortization per annum. The expenses incurred 
in payments towards the reduction of the Internal Debt 
have, therefore, decreased year by year, and on the cash 
payments ordered by the decree referred to having been 
made, the Internal Debt is reduced, as from January 1, 
1930, to the following proportions : 

Annual 
Principal. Payments. 
Balance owing to the Banco Central del 
Ecuador -+ 9,301,065 1,082,904 
Bonds of the Consolidated Internal Debt .. 1,710,200 119,714 
Certificates without interest .. bes 810,200 50,000 


Total .. .. 11,821,465 1,252,618 


(b) The External Debt is the black cloud on the clear 
horizon of the Ecuadorean finances. Since the service 
was suspended in 1912 the charge on the country for 
interest not paid has reached the sum of 8,722,884 U.S. 
gold dollars, and this constitutes a liability which the 
State cannot face. In 1928 the Government decided to 
re-establish the annual service of payments, inspired by 
the wish to show the Nation’s creditors its desire to 
comply with its obligations. The National Assembly, 
after a long and careful study of the question, arrived, 
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however, at the conclusion that the re-establishment of 
the annual service of payments was not sufficient to 
restore the credit of the State. So long as there was such 
a considerable amount as that then outstanding for the 
coupons which had fallen due, it was impossible—in the 
opinion of the Assembly—to lift the country from the 
state of discredit into which it had fallen. In conse- 
quence the re-establishment of the annual service or its 
continuation was a useless sacrifice, if the object in view 
was the re-establishment of national credit. It was 
necessary to come to an immediate arrangement with 
the creditors with regard to the arrears. Until such an 
arrangement had been concluded it was preferable to 
deposit the funds intended for the annual service in the 
Banco Central, to be invested according to the decisions 
arrived at during the course of the negotiations. The 
result of the debate, which was spread over various 
sessions, was that a decree was promulgated, whereby it 
was laid down that the Government was to negotiate 
with the bondholders, and that meanwhile the funds 
assigned annually in the Budget for the yearly service of 
the External Debt were to be deposited (in such a way 
as to make such deposits irrevocable) in the Banco 
Ceniral. In compliance with this decree the sum of 
S/.3,767,195 was deposited in the Banco Central during 
the course of the year 1929, this being equivalent to the 
annual service of the External Debt, and from January 1, 
1930, a daily deposit of the 1/365th part of the annual 
amount is to be made, so that to date the deposits have 
now reached S/.4,045,864: 25. 

The arrangement will not be difficult if the problem 
is faced in a spirit of co-operation and mutual compre- 
hension, free from capricious or arbitrary pretensions, 
and founded on a clear understanding of the real issues 
and all that is to the mutual interest of both parties. 
Between a debtor country and its creditors there are 
many interests in common. One of them is the prosperity 
of the debtor country. An arrangement which would 
produce the result of obliging Ecuadoreans to renounce 
their aspirations of betterment and progress would not 
be the most advantageous to the creditors. 

The plan of reforms projected in Ecuador is completed 
by the establishment of the Banco Central, in order to 
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stabilize the money market ; by the establishment of the 
Banco Hipotecario, in order to develop agriculture ; and 
by the institution of the Caja de Pensiones, in order to 
ensure pensions to public and private employees. 

The Organic Law of the Banco Central and the 
Monies Law re-establish the gold standard, at a parity 
of five sucres to the U.S. gold dollar, and create the 
central institution as the sole issuing bank and as the 
regulator of money and credit. The regulations of these 
two laws are completed by those of the General Law of 
Banking, which establishes the superintendency, charged 
with guarding the solvency of the banks and with seeing 
that their operations are legitimate. The operations of 
this office have already produced excellent results in the 
direction of making the banking system healthier. 

The Banco Hipotecario del Ecuador was founded 
entirely on the proceeds of a loan of 2,000,000 U.S. gold, 
granted by the Swedish Match Company with the 
guarantee of the Match Monopoly. The new institution 
is extending energetic aid to agriculture. 

To the funds of the Caja de Pensiones, which was 
established in 1928, the employer and employee each 
pay 5 per cent. of the employee’s salary, and the State 
also grants a subvention of S/.500,000 per annum and is 
under the obligation of increasing this sum if necessary. 
The capital thus constituted has now _ reached 
S/.3,500,000, and it is calculated that by 1933 the sum 
will be over S/.10,000,000. 

Although the national economic life of the nation has 
suffered serious reverses during the last few years, due 
to the disease of the cocoa plant and to unusual floods, 
the reform has proved its solidity under adverse con- 
ditions, and offers to the nation the perspective of a 
certain prosperity, based on a scientific and lasting 
organization. 
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Banking in Ecuador 
By Victor Emilio Estrada 


(General Manager of La Previsova, Banco Nacional de Credito, Guayaquil) 


HE banking system of Ecuador is regulated by 
T a fundamental law established by the Financial 

Mission presided over by Professor E. W. Kem- 
merer, of Princeton University. This same Mission 
organized the Banco Central del Ecuador and formu- 
lated the special law by which the said institution is 
governed. 

The system comprises the above-mentioned Banco 
Central del Ecuador, 9 national commercial banks with 
Savings Bank Sections and some with Mortgage Loan 
Sections, 2 foreign commercial banks (one English and 
the other Italian), 1 Mortgage Bank controlled by the 
State, 2 banks wholly dedicated to mortgages owned by 
private capital, and 2 private banking firms affiliated 
to the Banco Central del Ecuador. 

The reguiations governing the operation of the 
Banks are supervised by an official called the Superin- 
tendent of Banks. The spirit of these banking laws is 
substantially the same as that applying to the banking 
systems employed in the United States of America. 

The Banco Central is the only bank with power to 
issue bank-notes, and it is at the same time the exclusive 
depository of the National Exchequer. This bank is an 
institution with private rights, and the State does not 
hold any shares, but it has the privilege of nominating 
two out of the eight Directors comprising the Board of 
the Bank. The capital was put up by the commercial 
banks, the public also subscribing in a small way. 

The essential functions with which the Banco Central 
is charged are those of maintaining money values and 
regulating the money market. The Bank operates on 
the Gold Exchange Standard system in order to main- 
tain the conversion of currency or to issue it, and during 
the two years and a-half in which it has carried out 
these operations, it has more than justified the object 
of its creation. Its gold reserves are to-day substantially 
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what they were when it was established, having at the 
commencement shown a great increase, and later a 
corresponding decrease. The increase was due to the 
loan conceded by the Swedish Match Syndicate, and 
the subsequent decrease was caused by the excess of 
imports and the decrease in exports which has been 
the outstanding feature of the year 1929. 

The Banco Central del Ecuador has shown itself 
to be a solid institution, well equipped for complying 
with its mission. Its gold reserves should by law be 
maintained at a relative minimum ratio of 50 per cent. 
to the combined totals of bank notes and deposits, 
and when they fall below this ratio, the Bank has to 
pay a special tax upon on an ascending scale. Since 
its foundation its gold reserves have constantly been 
greater than the legal percentage, and, in fact, have 
fluctuated between 70 and 80 per cent. During the 
great currency crisis, which was intensified in 1929, the 
Bank was able to maintain its reserves in such a way as 
to show clearly its efficient working, and the public has 
had ample proof that the fears entertained as regards 
deficiencies in exports and the exportation of capital, 
were groundless, since the Banco Central was able to 
act at the right time and in the right way. 

Thanks to the revaluation of the metallic reserves 
which the old issue banks handed over, the State obtained 
a considerable benefit, which was used to cancel an 
equivalent sum of the Public Debt to the Bank, and 
to-day there only remains in the assets of the Bank in 
this respect the sum of approximately $2,000,000 U.S. 
currency. It is to be noted that normally the State and 
its dependencies have a nearly equivalent sum in the 
Banco Central as Treasury deposits and surplus cash. 

The cancellation of a substantial part of the Public 
Debt to the banks, by means of the revaluation of the 
gold reserve on the creation of a new currency unit, 
was carried out in Ecuador after it had been done in 
Belgium, but before it has been so carried out in France 
and Italy. 

The commercial banks of the country are geographic- 
ally grouped in two regions : Guayaquil and Quito. The 
principal system of commercial banks is located in 
Guayaquil, engaged specially in the operations of inter- 
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national commerce. These banks handle about go per 
cent. of the export business and 80 per cent. of the 
import business of the country. Major financial opera- 
tions are also carried out by these banks, and the large 
textile industries of the interior are dependent on them 
for the acquisition of their raw materials during the 
harvests. In addition, the greater part of the “‘ com- 
mercial paper ’’’ emanating from sales to retailers in the 
whole country is discounted in Guayaquil. 

The normal functions of the Quito banks consist of 
financing national agricultural interests, on which the 
whole country practically depends for its daily existence, 
as well as the financing of the flourishing commerce of 
that region. 

Apart from the banks grouped as mentioned above, 
isolated institutions also exist in the provinces of Manabi 
and Azuay, as well as certain private banks in Imbabura 
and Chimborazo. Owing to the absence of other institu- 
tions in these regions, those existing are undoubtedly 
of great assistance to commerce, as without them com- 
mercial operations would be sluggish and difficult. 

Commercial banks are normally required to have a 
minimum capital, fixed in accordance with the population 
of the towns where they are situated. When the Banking 
Law was promulgated this provision was temporarily 
relaxed, so that for a period from two to four years 
banks working with a deficient capital are being allowed 
to continue their operations. The total of capital and 
reserves may not be less than 16 per cent. of the deposits 
of each bank, and it is obligatory to maintain a cash 
reserve equivalent to 25 per cent. of the sight deposits 
and 10 per cent. of deposits at fixed periods. 

The financial position of the two principal groups in the 
country is shown on the following page. 

During the years 1925 to 1929, the commercial 
banking system of this country has been subjected to a 
severe test. In 1914, on the outbreak of the Great War, 
the five issuing banks then in existence suspended pay- 
ments in specie, and the issue of paper currency and 
credits was not regulated in any way, so that against the 
American gold dollar Ecuadorian money depreciated 
from 48 cts. to 20 cts. per sucre. The system of banks 
felt this monetary disorder acutely, which disorder was 
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GUAYAQUIL BANKS 


La Pre- 
visora, Banco Anglo Banco 
South 
Banco del . de Des- 
‘ American 
Nacional | Ecuador. cuento. 
- Bank. 
de Credito. 


Banco 
Italiano. 


Sucres. Sucres. Sucres. Sucres. Sucres. 
Cash and deposits 
in the Banco 
Central .. -- | 2,247,506 704,412 889,112 322,212 145,173 
In Hanp— 
Bills eligible for 
rediscount at 3 
months’ date .. | 3,243,343 | 4,993,099 881,509 816,053 426,923 
Bills not eligible 
more than 3 
months’ date .. | 2,110,592 | 6,357,838 | 1,011,327 | 1,123,732 | 1,769,346 
Short-term mort- 
gages .. -» | 1,457,269 | 1,603,743 56,970 680,011 267,993 
Investments .. 661,368 | 1,374,783 217,357 | 1,133,400 238,200 
Owing to the 
Banco’ Central 
for rediscounts — 2,190,481 — 304,270 100,000 
Deposits 9,664,423 | 6,898,867 | 1,831,829 | 1,048,793 562,557 
Capital and Re- 
serves .. - | 2,412,487 | 7,658,248 | 1,323,049 | 4,514,624 966,034 


QUITO BANKS 


Banco Banco Soc. Banco 
de Pres- del de de 
tamos. | Pichincha} Abastos. Credito 


Sucres. Sucres. Sucres. Sucres. 


In Hanp— 
Cash and deposits in the 
Banco Central is 1,041,349 336,076 273,186 364,081 
Bills eligible for rediscount, 
3 months’ date oe 1,052,091 627,531 368,946 108,352 
Bills not eligible, more than 
3 months’ date re --| 3,318,064 | 2,373,430 921,905 851,908 
Short-term mortgages -.| 1,040,196 765,867 509,843 129,717 
Investments es oe 466,900 649,701 130,300 299,000 
Deposits ne --| 4,990,635 | 1,320,251 | 1,130,827 | 1,178,873 
Capital and Reserves «+| 2,047,329 | 4,136,044 | 1,241,081 | 1,571,067 


aggravated by political disturbances, caused undoubtedly 
by the bad situation in the money market. Some banks 
went into bankruptcy and others only kept their doors 
open owing to the influence of strong backing. After- 
wards, the regulations embodied in the Kemmerer 
Laws made the situation of the banks that were not 
prepared for a radical transformation of their financial 
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systems even more difficult, in spite of the fact that these 
laws contained certain stipulations, designed to make the 
period of transition as smooth as possible. For example, 
facilities were given so that shares in the Banco Central 
could be taken up on payment of Io per cent. in cash, 
the balance being payable by bills at two years’ date. 
Very few banks were in such a position that it was 
unnecessary for them to take advantage of these facilities. 
To-day the banking system may be said to have entered 
a period of convalescence, after being sorely tried, and 
there is every reason to believe that by means of a final 
effort and the utilization of Reserves to put assets in a 
healthy condition, it will be definitely consolidated 
within the scope of the new banking laws. 

The system of Mortgage Banks is formed by an 

official State institution called the “‘ Banco Hipotecario 
del Ecuador,” capitalized by means of the loan conceded 
by the Swedish Match Co., and the two private banks 
called the “ Territorial’? and “ Credito Hipotecario,” 
both in Guayaquil. In addition, some commercial 
banks are legally authorized to permit them to have a 
mortgage section within their organizations, which section 
operates under the same conditions as the banks dedicated 
purely to mortgage loan operations issuing bonds or 
scrip. 
The French Credit Foncier served as a model for the 
formation of these banks, which have a magnificent 
record for prompt payments of their coupons and the 
amortization of their bonds. The system employed is 
that of the “ sinking fund,” and every six months the 
funds collected are utilized for the withdrawal of an 
equivalent amount of scrip. The banks have operated 
extensively in agricultural properties, with the exception 
of the Previsora Banco Nacional de Credito, whose 
mortgage section limits its operations to urban property. 
The Banco Hipotecario del Ecuador has issued $1,000,000 
in scrip, which was negotiated by Messrs. Kreuger and 
Toll, but this scrip has not come on the market, nor is 
it quoted on the Stock Exchange. 

Some efforts have been made in order to try and 
attract foreign capital by means of these bonds, which 
in the interior of the country, are a much sought-after 
standard investment. The rates of interest are attrac- 
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tive, which is due to the scarcity of capital and the high 
yield on investment. The g per cent. and Io per cent. 
scrip have contended with one another on the market 
since 1926. 

The total of the internal issues is 26,000,000 sucres, 
and that of external issues 5,000,000 sucres. The total 
loans backing these issues reach the sum of 43,000,000 
sucres. 

The Savings Bank system has not been greatly 
developed, and there are only a few small institutions 
dedicated to this branch of banking. Due to the great 
size of the territory and the small, scattered population 
it contains, there is really no large nucleus to work upon, 
and very frequently the saving habit is reduced to 
simply keeping money lying idle at home. 

The total of period deposits, which may be taken as 
a guide to the amount of savings, is about 7,000,000 
sucres, but actually there is also a large sum which 
figures as money in circulation, it really being paper 
currency which is being hoarded, and has therefore been 
practically taken out of circulation altogether. 

In conclusion, it may be as well to mention an institu- 
tion, which is by law given the character of a bank, but 
in reality is really an institution dedicated to the ends of 
social insurance. This is the Caja de Pensiones y Jubila- 
ciones, which collects the compulsory contributions 
deducted from the salary of State and bank officials for 
pension schemes, etc. The institution is authorized 
to operate as a commercial bank, although, of course, 
its activities preclude it from doing so. This institution 
was not organized by the Kemmerer Mission, and it is 
entirely a dependency of the State. 

The banking institutions of Ecuador have learned 
a hard lesson during the last few years, and the experience 
gained during times of money, industrial and political 
crises should be invaluable, as is all experience gained 
during periods of stress and struggle. Many of their 
services are now being improved, and under the judicious 
pressure exercised by the Banco Central, operations which 
added to the “‘ frozen assets’ of the banks, are not now 
carried out so frequently as in the past. The collection 
service on behalf of foreign exporters has been sub- 
stantially modified by the more modern banks, who have 
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introduced practices which are healthier and more in 
accord with the reliable service to be expected from 
such a department. 

To conclude, we may mention that the principal 
banks of Guayaquil are in excellent relationship with 
the big banks in London and New York, who grant 
them credits in accordance with their financial position 
and the value of the services rendered. The frequent 
contact of the Guayaquil banks with foreign banks, 
due to the export and import business, which for the 
most part is carried out through this city, making it 
the commercial metropolis of the country. Such con- 
tact cannot but reflect favourably on the whole country. 


A Study of Ecuadorian Commerce 
from 1913 to 1928 


By Dr. C. D. Andrade 


(President of the Chamber of Commerce and Agriculture of Guayaquil) 


HE following table gives the figures for Ecuadorian 
imports and exports during the sixteen years 
under review : 



































Imports. Exports. 

Year Kilos. Sucres. Kilos. Sucres. 

1913 72,778,043 18,182,488 85,871,035 32,488,410 
1914 79,198,013 17,289,644 65,574,757 26,675,850 
IQI5 78,844,281 17,300,707 55,175,022 26,533,004 
1916 67,842,982 19,197,884 73,378,735 36,151,629 
IQI7 -- 52,753,049 20,940,097 = =73,327,135 33,558,014 
1918 .. 32,225,738 16,690,720 68,332,305 27,499,535 
IgI9Q -. 36,150,456 24,007,688 78,984,858 43,220,558 
1920 .. 50,896,566 43,494,806 82,597,550 49,891,926 
Ig2I .. 43,845,776 23,486,183 89,887,278 33,968,899 
1922 .. 63,718,902 33,585,536 91,925,573 46,106,913 
1923 -- 67,129,704 36,804,758 80,495,623 — 38,386,359 
1924 -. 84,610,698 52,002,941 84,883,034 61,267,919 
1925 -- 79,126,145 55,234,924 87,244,372 72,511,616 
1926 .. 75,584,739 47,073,009 98,811,902 63,571,110 
1927... .. 85,613,007 57,050,437 137,957,240 96,030,843 
1928 .. . 108,377,384 82,923,920 294,695,299 98,379,028 


MM 
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Up to the year 1913, commercial progress in the 
country had been slow but sure. 

The year 1914 was initiated by abundant agricultural 
production and active commercial operations up to 
the moment when the Great European War commenced, 
which caused a sudden change in markets, an upheaval 
in commercial affairs, lack of ships for the transportation 
of goods, and a black pessimism to descend on everyone 
by reason of the cataclysm with which the whole of 
the world was threatened. During the years 1914 
and 1915, the value of both imports and exports 
decreased; but the year 1916 saw a slightly favourable 
reaction, only to be reversed in 1917 and 1918. Since 
1919, however, both have shown a progressive increase, 
with the single exception of the year 1921, the year 
in which a major re-adjustment of prices was being 
made in all the world markets, and in which our 
principal export products could not be protected against 
the general world dislocation of trade so caused. 


Although the statistics given show an appreciable 
surplus of exports over imports, it must be remembered 
that the values shown for imports are incomplete, 
and that such expenses as carriage on land, insurance, 
commissions, etc., were not included in the invoice 
values, so that the real value of our imports must 
actually be much greater, the apparently favourable 
balance being thus much less than is indicated by the 
figures supplied. 

Among the obstacles to the free development of 
our commerce in the past, we would point out that the 
two principal ones were: violent fluctuations in exchange 
and continual modifications in the Customs Laws. 


With regard to the first, we may say that since the 
law of March 4, 1927, has been in force, the sucre, 
which is the national unit of money, has sustained 
its gold value, and drafts on foreign countries are 
quoted between the limits fixed by the Banco Central 
del Ecuador for the purchase and sale of bills, in 
conformity with the regulations laid down by law on 
the subject. 

According to the Monies Law of 1898, which was 
formulated on suggestions made by this Chamber, 
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the quantity of fine silver of the sucre was fixed at 
0-73224 grammes, that is to say, the equivalent of 
48-66 cents. U.S. gold, or 24 pence. Owing to the 
slowly increasing depreciation suffered by the sucre 
during a period of 10 years, the mission of financial 
experts presided over by Professor Kemmerer recommend- 
ed a new valuation of our money. The law of 1927, 
already mentioned, reduced to 0-300933 grammes the 
quantity of fine silver to be contained in the sucre, 
that is to say, a fifth part of that contained by 
the dollar, so that the value of our money now 
only reaches 20 cents. of a dollar, and its parity 
with the latter is that of 500 per cent. 

The second factor to which we alluded, that is, 
the Customs regulations, should soon cease to be an 
obstacle, as we may say that the Government has 
announced its firm intention of giving stability to the 
Tariff, and of seeing that the administrative regulations 
laid down are not prejudicial to commercial inter- 
change. 

Considering that since the year 1926, when the 
Kemmerer Mission visited this country, the whole 
economic system of the nation has been transformed 
by new laws and by a different financial system to 
that which had been in force up to then, and that 
many of these laws became effective in 1927, it is of 
great interest to know something about this new period 
in Ecuadorian commercial affairs. For this reason 
we propose to make a few observations with regard 
to the results achieved in 1927 and 1928. 

We do not propose to deal with the entire economic 
condition of the country, but only to treat of the 
commercial side, using the global figures of imports 
and exports of the year 1928, as compared with the 
year 1927, first of all excluding gold and silver shipped 
abroad by thé Banco Central del Ecuador as deposits 
to similar foreign institutions or for the coining of 







































monies. 

Year 1927. Kilos. Sucres. 
Total exports. . ee oe -- 137,957,240 95,756,607 
Less gold and silver .. iid 28,208 14,463,768 














Net exports .. a a -» 137,929,032 81,292,839 
M2 
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Year 1928. Sucres. 


Total exports. . 


a 98,153,688 
Less gold and silver .. 


224,695,299 - 
4,924,84 


6,990 
93,228,840 


Net exports .. 224,688,309 


Favourable 


Net Exports. Balance. 


Sucres. 
81,292,839 
93,228,840 


Imports. 


Sucres. 


57,050,437 
82,923,926 


Year. 
1927 
1928 


Sucres. 
24,242,402 
10,304,914 


Coming now to export details, in spite of the 
diseases which attack the cocoa plant, we have yet been 
able to keep up a fair figure for this item, although the 
production for 1928 was lower than 1927, and we are 
faced with the possibility of a steady reduction in the 
years to come. 

The considerable decrease in the production and 
export of Ecuadorian cocoa, an article which is well 
thought of the world over, has made it necessary to try 
and compensate for this deficiency by the export of 
other produce from our soil. This is all to the good, 
as it tends towards extending the range of our exports, 
a thing which is very necessary in order to stabilize 
our commerce, and to prevent Ecuadorian economic 
prosperity from depending so much upon the cocoa 
trade. 


PRINCIPAL ARTICLES EXPORTED FROM ECUADOR 


Value in Sucres. 
1927. 1928. 


Articles. Weight in Kilos. 


1928. 


— 1927. 
Crude petroleum 46,761,696 


Cocoa - 23,574,543 
Shelled ivory-nuts 19,592,802 
Bananas .. 14,240,182 
Oranges 6,865,168 
Raw coffee 5,869,322 
Ivory-nuts in shell 5,303,421 
Rice .. 2,834,377 
Whale oil .. 1,500,000 
Crude rubber.. 1,038,781 


122,960,641 
22,960,873 
20,537,006 
14,450,606 
7,025,800 
9,150,458 
3,289,080 
9,165,904 


322,837 


5,250,477 
36,908,096 
4,984,503 
721,826 
578,444 
9,580,857 
782,003 
T,091,556 
750,000 
1,994,325 


11,634,655 
29,653,059 
5,737,408 
719,088 
698,175 
17,275,208 
542,483 
2,812,025 


636,430 
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Articles. Weight in Kilos. Value in Sucres. 
1927. 1928. 1927. 1928. 
Sugar.. .. .. 903,897 595,804 389,395 335,957 
Hides... .. «.  S04,2a7% 824,486 1,114,055 1,890,735 
Cotton seed cake 736,737 935,074 87,505 89,482 
Canes.. .. .. 666,200 651,300 53,830 53.724 
Potatoes .. .. 502,377 683,019 82,012 114,369 
Ceiba wool.. .. 502,338 267,289 822,867 453,006 
Mangrove bark .. 233,669 602,199 5,081 23,230 
Cattle «s «+ 225,010 142,715 328,205 1,573,031 
Straw hats.. .. 223,830 183,856 5,858,250 4,507,806 
Pineapples.. .. 200,207 187,380 46,307 42,600 
Timber .. .. 194,823 523,816 34,962 58,305 
Wheat -- «+ 169,819 442,153 112,743 196,481 
Leather .. .. 125,420 130,905 127,321 199,121 
Cascarilla .. .. 122,115 54,033 153,319 51,791 
National gasolin 116,964 296,707 85,641 169,528 
National cloth .. 98,417 80,392 709,521 499,096 
Butter “ 89,865 82,615 215,787 193,139 
Maize -- «- 78,926 743,702 15,173 85,677 
Cotton seed -» 73,029 375,003 3,488 48,349 
Alligator skins 24,974 29,768 21,466 39,647 
ee os ee xe 11,832 14,162 4,766,128 7,619,913 
Lentils ar ~~ 510,419 — 430,839 
Wheat flour... — 375,402 _ 243,867 
i ewes — 135,859 = 190,750 
Cheese - * — 108,814 — 94,909 
, merase — 9,750 — 170,985 
Leather boots .. — 47,223 a 587,357 
Sheeps’ wool .. — 48,256 — 51,691 
Shavings .. .. — 668,774 — 126,794 
Common salt .. — 113,759 ~- 148,484 
Candles .. .. — 70,251 — 35,900 






Other merchand- 
ise, including 
postal parcels... 4,243,770 










4,888,309 3,611,636 3,193,746 














Totals .. 137,929,032 224,688,309 81,292,839 93,228,840 








From the above table it will be seen that after 
cocoa, coffee is the next in importance in Ecuadorian 
exports. Ecuadorian petroleum is another article which 
shows a rapid development. 


The following table illustrates the way in which our 
exports have been divided up, during the years 1927 
and 1928, by countries and values in sucres :— 
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TOTAL EXPORTS FROM ECUADOR DURING THE YEARS 
1927 AND 1928 TO DIFFERENT COUNTRIES 


Year1927. Year 1928. 


Value in Sucres. 


AMERICA : 


Canada 

U.S.A. 

Mexico . 

El Salvador 
Nicaragua .. 
Costa Rica .. 
Panama 

Canal Zone. . 
Cuba 5 
Martinique . . 
Trinidad 
Venezuela .. 
Colombia 

Peru 

Bolivia 

Chile wis 
Argentine .. re 
Dutch West Indies 
Uruguay 
Paraguay .. 
Guatemala .. 


EUROPE: 


Norway 
Sweden 
Scotland 
England 
Lithuania .. 
Denmark 
Germany 
Holland 
Belgium 
France ‘ 
Switzerland 
Italy 

Spain 
Portugal 
Courland 


3,937,717 
32,187,450 
9,135 
17,743 


82,665 
I21,126 
goo 
1,118,966 
7,500 
1,664 
33,488 
4,233,739 
1,445,917 


2,487,384 
304,150 
2,900 
24,938 


3,360 


1,004,250 
559,045 


11,837,140 


4,858 
8,061,461 
5,570,877 

640,489 
10,328,323 


4,692,027 
6,122,437 


2,495 
10,325 


859,449 
34,930,795 
2.3 
10,973 
1,601 
39,156 
118,461 
52,271 
1,298,385 


574,303 


7:243,433 
22,750 
481,731 
7,647,630 
3,456,963 
697,057 
10,714,325 
8 


4 
7,180,288 
7,310,072 

3,522 


45,807,173 
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Year 1927. Year 1928. 





Value in Sucres. 











16,300 38,751 
— 213 











Totals - ee ie 16,300 38,964 








AUSTRALASIA : 
Australia .. ei ‘eo a nia 273,952 204,313 
New Zealand ‘a “i ae on 28,460 61,382 












Totals ie sa an 302,412 265,695 





General Total aa -» 95:756,607 98,153,688 


From the above table it will be seen that the 
United States of North America take something more 
than a third of our total exports, and of European 
countries, France, Germany and Spain between them 
take the major part of the remainder. 

Although England figures as taking 11,837,140 sucres 
in 1927 and 7,243,433 in 1928, from these figures the 
amount of gold exported by the Banco Central del 
Ecuador as deposits, should be deducted, thus leaving, 
in reality, the following percentages on total net 
exports :— 













1927. 1928. 











England .. i a os we -- 3'19% 2°54% 





We also give herewith the table of imports to 
Ecuador, by countries, from which it can be seen 
whence Ecuador obtains her supplies of foreign goods :— 






ToTAL IMPORTS INTO ECUADOR, BY COUNTRIES, FOR 
THE YEARS 1927 AND 1928 





1927. 1928. 





Value in Sucres. 












AMERICA : 
Canada ea a - es ih 5,908 45,810 
U.S.A. - i ni ws .. 27,608,081 36,514,560 
Mexico ‘i a - ‘iss 181 6,653 
Guatemala .. ‘a us aN - — 60 






El Salvador én on ba ee —_— 656 





AMERICA—cont. 

Costa Rica .. 
Panama 

Canal Zone. . 

Cuba ais - 
Dominican Republic 
Jamaica we 
Trinidad 

Puerto Rico 
Venezuela .. 
Colombia 

Peru 

Bolivia 

Chile 

Argentine . 
Uruguay 

Paraguay 


Totals 


EUROPE : 


Finland 
Norway 
Sweden 
Scotland 
England 
Ireland 
Denmark 
Holland 
Germany 
Belgium 
France 
Switzerland 
Austria 
Czechoslovakia 
Hungary .. 
Yugo-Slavia 
Italy 

Spain 
Portugal 
Gibraltar 
Esthonia 
Lithuania .. 
Poland 
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26,766,453 


1927. 








1928. 


Value in Sucres. 





25 
211,277 
1,884 
42,587 
5,719 


771 
25,392 
1,281,879 
40 
621,600 
5,942 
II,400 


29,825,018 


2,322 
102,903 
268,624 
655,578 

9,120,325 
2,149 
97,022 
1,036,476 
6,660,110 
2,281,086 
3,454,602 
153,776 
13,154 
22,062 
214 

10 
2,197,605 
696,767 
1,668 





43,039,645 


5,580 
91,330 
17,685 

4,687 

Io 


202,823 
2,159,811 
940,694 
12,400,592 
2,435 
159,379 
2,014,784 
10,198,197 
4,243,376 
6,021,421 
378,202 
30,861 
103,653 
II,290 
645 
2,923,329 
1,243,085 
2,160 
1,836 

676 

21 

355 
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Banco Hipotecario del Ecuador 
(Mortgage Bank of Ecuador) 


STATEMENT OF CONDITION, AS AT NOVEMBER 30, 1929 








RESOURCES 
Cash in Vault and due from Banks : S/. S/. 
Cash in Vault and in Central Bank a0 115,866.99 
Due from other Ecuador Banks... we 108,863.47 
Due from Foreign Correspondents ... se 115,406.56 
——_—_—_—_—_ 340,137.02 
Loans and Discounts : 
Short-term Agricultural Paper... .»  1,722,289.80 
Loans with collateral security 7“ ine 215,055-45 
Short-term First-Mortgage Loans ... nia 154,000.00 
Long-term First-Mortgage Loans ... «-» 10,074,316.55 
—_—_————_ 12, 165,661.80 
Furniture and Fixtures ee os jute 50,548.08 
Other assets one one oes 244,359-54 
Accrued interest and commissions ans wes 440,991.68 
—_—- 685,351.22 
Deferred Accounts : 
Organization expenses ae ae se 73,525.76 
Unamortized bond discount ond _ 790,380.80 
—__—_——_—- 863,906.56 
Depositors of Collateral Securities... sini 137,200.00 
Properties Mortgaged as Security... e+» 33,152,507.99 
——————————  33,289,707.99 
S'.47,395,312.67 
LIABILITIES 
Accounts payable in less than — 7 ose 75,151.56 
Other Liabilities inal ane 22,854.76 
Unearned Discount _... eos one 82,943.97 
Interest accrued on Bonds issued... 114,554.80 
First-Mortgage 7 per cent. Bonds is outstanding 4,940,863 .60 
Capital, paid up oe .-  8,515,400.00 
Surplus ... aor ess sac “at we 353,835 -99 
———  8,869,235.99 
Collateral Securities on hand ... wi nas 137,200.00 
Properties Mortgaged to the Bank ... we» 33,152,507-99 


33,289,707 .99 
S/.47,395,312.67 


We issue and sell direct to European Bankers our own 7 per cent. Secured 
First Mortgage Gold Bonds; principal and interest payable semi-annually in 
London, in Sterling or in U.S. Gold Dollars, free of all present or future 
Ecuador taxes. Correspondence solicited. 

Cable address : Banhidor, Quito. Postal address : Casilla 685, Quito. 
SECOND Bonp IssuE TO BE DATED APRIL I, 1930. 
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1927. 1928. 
Value in Sucres. 
ASIA : 
Japan 81,025 127,138 
China 51,012 77,254 
Turkey 65 683 
Syria 892 1,042 
Palestine 80 596 
Egypt ae —_ — 
British India 325,401 983,061 
Philippines. . — 108 
Totals 458,475 1,189,882 
AFRICA : 
Egypt 491 176 
Angola — 36 
Totals - es - 491 212 
AUSTRALASIA : 
New Zealand — 82,923,926 


General Total 57,050,437 82,923,926 

The United States of North America being the 
country which figures at the head of the list of 
countries we export to, it is only natural that it should 
also head the list in our imports. It is inevitable 
that one buys most from those one sells to, and to 
this general law must be added such special factors as 
the facility of negotiable funds, moderate freights and 
other advantages derived from a strong mutual 
commercial interchange. 

The increasing progress of our country puts us in 
the position of being able to be consumers of foreign 
goods on an even greater scale than at present, but we 
would be following an erroneous economic policy if 
we arrived at the stage of importing more than we 
export, thus showing an adverse balance, and placing 
us in the position of not being able to comply with 
our obligations. 

England, in spite of the fact that she buys very 
little from Ecuador, as has been shown by the very 
low percentages on the total of our exports, is yet one 
of our principal sources of supply for imported goods, 
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Banco del Pichincha 


Compania Anonima. 


Capital - - - -S/.3,200,000°00 
Reserves- - - - 715,636°40 


QUITO, ECUADOR. 


Telegraphic Address: ‘‘ PICHINCHA.” Telephone Nos.: 287, Apartado No. 261. 
Codes: A.B.C. 5a Edition, Lieber’s, Peterson, Colon. 


HIS institution was founded on April 11, 1906, with a 
capital of six hundred thousand sucres (S/.600,000-00), 
and is the doyen of the Quito Banks. 

It has contributed efficaciously to the economic progress of 
the country; thanks to its help, the Quito-Esmeralda Railway 
was built, and, with the support of the Banco del Pichincha, 
the other Credit Institutions of the Capital of the Republic 
were founded. 

Until, by advice of the Kemmerer Mission, the Banco Central 
del Ecuador was founded, the Banco del Pichincha was the 
currency-issuing Bank, and in the past, as now, its reputation 
as a solid banking institution, whose operations are always 
strictly in accordance with banking practice and governed by 
fair dealing, has always been unquestioned. 

As well as a Commercial Section, it has had a Mortgage Loan 
Section : its scrip produces 9 per cent.. per annum, payable in 
half-yearly instalments. 

When the Banco del Pichincha ceased to be the issuing 
bank, it sold its own building to the Banco Central, and at the 
moment it is building another, more adequate to its requirements, 
on one of the corners of the principal square of Quito. 

It has been visited by the Superintendency of Banks on 
two occasions, and this body, after making a very careful and 
lengthy examination of the accounts of the Bank has 
authorized it to continue its operations, both in the Commercial 
and Mortgage Sections. 

It has a paid-up Capital and Reserves of S/.3,915,636- 40, and 
is associated with the Banco Central del Ecuador with 
S/.554,700° 00. 

It possesses a very reliable Collection Section, and has 
Correspondents in the principal markets of the Old and New 
Worlds. 
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which permits us to hope for a greater mutual inter- 
change, if both countries co-operate in a plan of mutual 
advantages and backing. 

A young country like ours should attend to the 
necessity of continued progress, and it is the older 
nations and those richer in capital who can aid us in 
attending to this necessity by judicial investments 
in the agricultural and mining industries, and by 
participating in potentially productive public works, 
which they could carry out for the State, granting 
loans and attending to the technical execution of the 
said works. The natural consequence of such inter- 
vention, is that, generally speaking, imports from the 
country which supplies the capital are substantially 
increased. 

In order to increase the volume of business between 
two countries it is not only necessary that both 
countries should possess natural resources; it is neces- 
sary to develop these resources, and in order to do so 
effectively capital is a vital necessity. This is not 
to hand in a new country, and consequently, it has to 
be procured abroad. Although not to any great extent, 
the factor of capital has made itself felt in our country in 
several different ways. Not only has our commerce been 
helped by foreign credits, but foreign capital has also 
lent an impulse to our mining industry and to railway 
construction. A country like Ecuador, whose natural 
resources are but imperfectly developed, cannot, 
naturally, have abundant products to export. It does 
not matter how great are its natural resources, or how 
rich it may be in economic possibilities, for if it does not 
produce goods which can be sold, it will never prosper. 
Even if its economic activities were limited to agri- 
culture, these should be on a large scale, so that 
there is an abundant surplus for export. But in an 
undeveloped country, agricultural work cannot be carried 
out on a large scale without machinery, adequate roads 
for the transport of goods to the port of embarkation, 
port facilities, such as docks, etc., and bank credits 
to pay for labour and materials. 

Capital for all these things must come from abroad, 
as it does not exist in the country. The immediate 
result for the country supplying the capital, is that 
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it also supplies the material necessary to establish and 
operate the industry for which it has supplied the 
capital. It is the same whether the money is lent 
for agricultural development, railway construction, or 
the building of docks, etc. In due course, these new 
remunerative enterprises begin to pay dividends to 
those who have supplied the capital, and these pay- 
ments are made, as a general rule, in the form of 
exported products from the country where the capital 
has been invested, so that by this means, both imports 
and exports are stimulated. If the loan is made for the 
purposes of agricultural development, the immediate 
effects on commerce are even more apparent, as the 
country grows richer through the exportation of its 
products, which produces an immediate increase in the 
volume of commercial operations. Naturally, the form 
to be adopted in investing, and the natural resources 
to be developed, are things to be judiciously thought out, 
taking into consideration the economic resources of the 
country. It goes without saying that capital should 
primarily be invested in enterprises which will become 
productive in the shortest possible time. 

The Republic of Ecuador possess sufficient mineral 
resources and fertile lands to be able to increase its 
productive capacity to a really extraordinary degree. The 
principal obstacles are: scarcity of capital, lack of 
means of communication from the interior to the ports, 
and the necessity for dredging the rivers, in order to 
facilitate navigation on our splendid network of rivers. 
Until the foreign capitalists make a wise decision and 
invest their capital in potentially productive works and 
in the building of roads, our progress must of necessity 
be slow. For those who co-operate with us and supply 
the necessary impulse of capital, there is a great reward. 
The country which supplies this capital will find in our 
country a rich field for commercial activities on a large 


scale, which cannot fail to be anything but mutually 
beneficial. 
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The Republic of Ecuador 
and its Public Works 


I 
GENERAL ASPECT OF THE COUNTRY 


HE geographical situation, topography and geological 
constitution of the territory of the Republic are very 
peculiar, inasmuch as, close to a wonderful tropical zone, 

are found mountains so immense as the Andes, rising between 
the great tableland near the Pacific Coast and the Amazonian 
Basin. It is well known that in the Ecuadorian Andes there 
exist such peaks as Chimborazo, Cotopaxi, Cayambe and 
Antisana, all of them crowned with perpetual snow. 


Between the two Andean ranges important centres of popula- 
tion have developed, one of them being Quito, the capital city 
of the Republic. The country surrounding the capital is broken 
up by “ knots,” that is to say, spurs and ramifications of the 
princival ranges. 

The climatic conditions of Ecuador are very varied, more or 
less constant conditions prevailing in each zone. The coastal 
lands, those of the Amazonian Basin and the deep valleys of the 
mountains, constitute the tropical zone, and their conditions 
are appropriate to the cultivation of tropical products such as 
cocoa, coffee, rice, sugar-cane and all kinds of fruits, which are 
produced in abundance and, one might say, almost spon- 
taneously. In the great forests of these regions there is an 
abundance of timber. Special mention should be made of the 
“ Guayacan’”’ and “ Palo Amarillo’’ woods, which are imper- 
vious to dry-rot and insects. Other varieties suitable for cabinet- 
making are also found in abundance. In the coastal towns 
sanitation works are being carried out, yellow fever having now 
been completely eliminated. The present sanitary conditions 
are remarkably good. 

Mineral deposits, which are beginning to be exploited very 
successfully, exist in the Republic. Various companies exploit 
the petroleum fields on the Pacific Coast ; the Leonard Explora- 
tion Company has concessions in the Amazonian Basin, in terri- 
tory belonging to Ecuador, for the exploitation of petroleum, 
and is at the moment building roads of penetration to the seat 
of its concessions ; the South American Development Company 
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exploits the gold mines of Zaruma on a profitable basis. On 
the Ecuadorian Coast there are deposits of sodium chloride, which 
is extracted by very primitive methods and which serves for 
the consumption of the whole country, as well as leaving some 
for export. Gold and other mines are now being prospected 
with a view to exploitation. 


It is only necessary to look at the map of Ecuador to see 
that its orographical and hydrographical constitution make 
the construction of roads and means of communication a very 
costly and difficult affair indeed. The most important railway 
starts from the city of Guayaquil, a river port situated very 
nearly at sea-level, and goes on to Quito, the capital of the 
Republic; this is a total length of 464 kilometres, and in this 
distance the railway ascends from sea-level to a maximum height 
of 11,841 feet in 275 kilometres, and after forming various 
undulations, it reaches, at Quito, a height of 9,375 feet above sea- 
level. In this country, therefore, the construction and main- 
tenance of means of communication is of primary importance, 
and this is at present being carried out in the face of great 
difficulties. An admirable feature of this work is that, generally 
speaking, roads are being made which permit of transit and 
transportation between the principal cities of the coast and the 
mountain region. This problem, as well as all those concerned 
with the public works of the nation, are in charge of the Govern- 
ment, through its respective department. 


II 


DEPARTMENT OF PUBLIC WORKS 
The organization of this department is as follows :— 


A Minister Secretary of State directs this dependency in 
conjunction with the portfolio of the Interior and Municipalities. 
The National Budget sets aside from the general income the 
amounts voted for the different services, this being done annually, 
and it being possible to accumulate in successive years the 
funds for those works which are considered of greater relative 
importance. 


The technical and directive services are concentrated in the 
Directorate-General of Public Works, which directorate is in 
charge of an engineer-in-chief, who has under him a personnel 
of experts in the different branches of the department. This is 
divided into four sections, i.e. railways, roads and bridges, 
State buildings and town improvement works. The personnel of 
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the Directorate-General is assisted by that of the provincial 
offices, and at the same time each separate undertaking has its 
own organization with its respective directive staff. 


III 
RAILWAYS 


In the sketch all the data relating to State railways, in 
construction and exploitation, will be found tabulated. 
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ROADS 


The Roads Law, which came into force on February 12, 1927, 
and the regulations which are complementary to the said law, 
have contributed very efficiently to the greater development 
and extension of the network of roads and public highways, 
national and municipal, as well as towards the upkeep of the 
existing roads, by means of the penalties attached to infringe- 
ment of the traffic regulations. 
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THE REPUBLIC OF ECUADOR AND ITS PUBLIC WORKS—cont. 

The roads and highways are divided into the three following 
classes :— 

First.—In this class are the main trunk roads, destined to be 
the great arteries of communication in the country ; these have 
the following characteristics: breadth, 14 metres; breadth of 
causeway, 8 metres; maximum gradient permitted; 8 in 100; 
curves should have a minimum radius of 30 metres. The cause- 
way of these roads is either of blocks of stone or is macadamized. 

Second.—In this category are the roads of secondary impor- 
tance, auxiliaries of the trunk roads; their characteristics are : 
breadth, 12 metres; breadth of causeway, 6 metres; maximum 
gradient, 9 in 100; minimum radius of curves, 20 metres. The 
paving of the causeway is of a sandy material, mixed with clay. 

Third.—The bridle-path roads are in this category, but 
they are being constructed in such a way as to be convertible 
into high roads later. 

The present total length of roads and highways now being 
used will be found in the following table :—- 

ROADS EXISTING IN THE REPUBLIC OF ECUADOR IN THE YEAR 1929 

















Provinces. | Ist Class. 2nd Class. 3rd Class. 
} | : 

Carchi eis er ni re 75 162 160 
Imbabura ... a ban mats 121 286s 83 
Pichincha ... as iat wee 263.5 365 3 
Leon ... er ae nis ie 133-5 58 319 
Tungurahua — ios hs 130 155-5 | 220 

Chimborazo ... Mae sae va ant | — | — 
Bolivar we ns asd aie 39 103 | 680 
Cafiar — eas — «on | i | 42 | 15 
Azuay so sie sel oon | 57 | 198 | 258 

Loja ... os “ sine oon | 20 | 858 — 
El Oro ia ae 7 “ne 70 535 30 
Los Rios... eos _ one | 21.5 405 37 

Guayas oats sas ‘a et 150 | IIo CO ~- 

Manabi ssf ies ois = 454 | 72 — 

Esmeraldas ... os aaa eee 3 13 aes 
Oriente oe oo vee eee | — — 173 
Totals i ~ oP | 1,786.5 | 3,362.5 1,978 

V 
BUILDINGS 


The Buildings Section of the Directorate-General controls 
all buildings destined for use in the public service, as well as 
those for use as schools and institutes of elementary education. 
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The universities, secondary schools, and all charitable 
institutions and buildings connected with the army are in 
charge of‘the respective bodies from which they depend, and 
only in exceptional cases does the Directorate-General of Public 
Works intervene in their administration or upkeep. This depart- 
ment, however, deals with the statistics concerning all building 
of public edifices. 


During the last five years important renovations have been 
carried out in public buildings, in some cases supplying them 
with all the necessities of perfect hygiene, and in others amplify- 
ing them. These renovations form part of the systematic plan 
drawn up for all future constructional work on public buildings. 


VI 
TOWN IMPROVEMENT WORKS 


All urban services, such as water supply, road and side- 
walk paving, and some independent electrical supply services 
owned by private companies, are under the control of the 
municipalities. The Government, in order to assist municipali- 
ties in their labours, earmarks certain fiscal funds, relatively 
to the economic possibilities of the projects, in order that sanita- 
tion works which are to benefit the different towns may be 
carried out as soon as possible. 


VII 
WORKS OF MAJOR IMPORTANCE 


The rapid progress of the country depends very greatly 
on the development of certain works. The works which will 
give the greatest economic benefit, apart from other advantages 
of a social and political nature, are the following :— 


The completion of the network of railways, prolonging the 
Guayaquil railway to Ibarra on the Pacific in the Bay of San 
Lorenzo; the uniting of Cuenca, capital of the Province of 
Azuay, with this trunk line, and the prolongation of the Puerto 
Bolivar Railway until it connects with the main Loja road. 
To these works, all of them of the greatest economic importance 
to the country, should be added those of the sanitation of 
Guayaquil, the improvement of that port, the urban works 
in the cities of Manabi and Esmeralda, and the completion of 
the network of roads under construction. 


Quito, December 11, 1929. 


















485 





The 
Guayquil & Quito Railway Company 
HE most daringly conceived railway in the world! It 


starts at Guayaquil, a port on the River Guayas, near 
the Pacific Ocean, and goes on to Quito, capital of the 
Republic, covering in its run 309 miles, between the imposing 
“Avenue of Volcanoes,’’ the only avenue of this nature in the 
world. To the tourist it offers the most marvellous and pic- 
turesque views, so exotic and so rare that, in the distance 
between Guayaquil and Quito, he passes from the stage of 
admiration to that of wonder, and finds it hard not to believe 
that he is living in a phantasy such as described in an oriental 
tale. 


The trip of two days is full of indescribable interest and 
attraction. In a few hours the traveller is transported from 
the tropical zone to the snow-capped summits of the Andine 
“ cordillera ’’ experiencing unimagined emotions. 


Ecuador, a coun- 
try which, up to a 
short time ago, was 
unknown, is now 
becoming a tourist’s 
paradise, by reason 
of its incomparable 
natural beauties. 


The Guayaquil 
and Quito Railway 
offers absolute safety 
and comfort in its 
trains. There are 
good hotels at the 
terminal stations and 
in all the towns en 
route. 


Physical conditions 
of the line.—Length, 
309 miles ; gauge, 3 ft. 
6 in.; maximum 
gradient, 54 in I00. 
Capital invested in 
its construction, 
60,000,000 sucres. THE LINE ASCENDS THE MOUNTAIN AT A GIGANTIC INCLINE. 
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The New Banks of the Month 
By Professor C. H. Reilly 


T has been stated that the banks of the country between 

I them have during recent years been opening a new 

branch at the rate of one for every working day of 
the week or, say, three hundred new branches a year. 
It appears, too, that this building activity, which alone 
makes the banks by far the most important builders in 
the country, is not ceasing or even slowing up. When, 
therefore, it becomes widely known that THE BANKER 
is proposing to review a number of these new buildings 
every month it will be seen that there should not only be 
a considerable stock of material to draw upon, but that 
it should be possible to make a selection from this 
material of the buildings with points of special merit or 
interest. It will be obvious that these will not neces- 
sarily always be the larger and more important branches 
from the point of view of the banks. A tiny one-room 
branch which seems to serve with sympathy the important 
cause of what is called to-day, somewhat unfortunately, 
but very compendiously, “‘ rural amenities,’ might be 
better worth illustration than a large becolumned 
structure in some flourishing suburb. The test must be 
that of general interest, whether that interest is inspired 
by things good or things bad. One would, of course, 
like the majority of the buildings illustrated to be those 
whose chief interest is that they are fine pieces of archi- 
tecture admirably suited both to their purpose and their 
surroundings, but occasionally the chief interest may be 
exactly the reverse, when this journal, as in the past, will 
not hesitate clearly to state its opinion. Only in this 
way can its monthly building reviews be of real value 
both to the banks and to the public. 

Before proceeding to discuss the four banks selected 
to represent the building activities of the previous month 
there is one small point which seems worth consideration. 
In America it is the practice to open a new bank building 
with considerable ceremony. Luncheons are given, 
speeches are made, and favours are distributed. American 
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banks, of course, have not the numberless small branches 
our English banks have. Nevertheless, the contrast 
between the procedure in the two countries is very 
striking. In England we have practically no ceremony 
at all. Our banks may be said to arrive like thieves in 
the night. One day they are a mass of scaffolding and 
builders’ debris, the next they are quietly operating 
concerns apparently established for centuries. It is very 
English and in a sense admirable. Yet from the archi- 
tect’s point of view I am not sure that it is very fair. If 
the bank feels it can do without the advertisement of a 
formal opening, calling attention to its existence, no 
doubt the architect can, too. Yet other works of art, 
and we should all like to include bank buildings in this 
category, do not as a rule spring into existence in this 
quiet, humdrum way. Monuments and statues are 
unveiled, pictures are publicly exhibited, plays are given 
a much-advertised first performance with the critics 
present to pass judgment. Personally, I should like to 
see all the more important buildings in our towns given 
something like a public unveiling. Sir Edwin Lutyens 
once tried to bring down his scaffold from the front of 
one of his great city buildings in a night so that the 
building—it was his fine Britannic House in Finsbury 
Circus—stood suddenly revealed in all its beauty. In 
this way public attention was focussed upon it. With 
bank buildings, which are not generally as large as this, 
I do not see why the major portion of the principal 
front should not be sheeted after the scaffold has been 
removed and the general mess cleared up, nor why the 
Lord Mayor or the mayor of the town should not then 
be invited to perform an unveiling ceremony. Most 
bank buildings are to-day a distinct addition to the 
architecture of a town or district as they certainly are to 
its rates. A few yards of Bolton sheeting would be all 
that is necessary, and with the banks building at the 
rate they are doing the sheeting could be used time and 
again. The local interest created would be very great, 
especially to begin with, but far more important than that 
it would direct the public’s mind to the fact that a new 
building is a thing to be critically considered. It would 
mean that the Press, as a whole, would illustrate and 
take notice of new bank premises far more than they do 
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at present, and in time no doubt they would follow the 
excellent example of the Manchester Guardian, and not 
only publish a photograph, but under that photograph 
a critical review. Many papers to-day are giving general 
critical reviews from time to time of new buildings, but 
unless these reviews are accompanied by illustrations 
they seem to me to be largely beating the air. I am sure 
no serious criticism of architecture will arise in this 





Architect] [A. J. Hariwick 
BRANCH AT TOLWORTH, SURREY, BARCLAYS BANK, LIMITED 


country, or, if it arises, will have any real effect, unless 
that criticism can be read with the object criticized 
before the eyes at the same time. Paintings are a different 
matter. One goes to see them at definite exhibitions held 
in definite places. A new building appears anywhere. 
All the more reason, therefore, to signal its appearance 
and to direct the public eye upon it and its qualities. 
Turning now to the banks selected for the first 
monthly review, they are purposely all surburban or 
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small town branches to keep them in the same category 
for purposes of comparison. The first are two Barclays 
Bank branches just opened, one at Tolworth in Surrey, 
designed by Mr. H. J. Hardwick, and the other at Benfleet 
in Essex, designed by Mr. G. A. Allan. The Tolworth 
bank is on half a bull-nosed corner site where the Ditton 
Road curves into the Ewell Road. Such a site is a very 
difficult one upon which to build satisfactorily. One 
would have liked to have seen the bank curving bravely 
round the whole corner, and no doubt the directors, too, 
would have preferred this. Landlords ought not to be 
allowed to cut up their land in this way when facing 
a main road. Having only half the curved corner 
available for his building the architect has wisely, I 
think, placed his lower building towards the curved 
corner and his main mass away from it, where it could 
go up squarely. Here he has a sensible Georgian structure 
emphasized by brick quoins and a hipped roof of tiles. 
Over the awkward shaped piece with its curving front 
he has apparently a flat roof, suggesting thereby that it 
is a sort of addition to the taller block. On this curved 
lower portion he has placed his main bank entrance 
which is not perhaps quite logical from the point of 
view of the exterior. However, his plan shows that he 
has utilized the narrow curved portion of the site for his 
banking hall, and has given to the manager for the 
principal rooms of his house and for his private office 
under them that part of the site where he could get 
sensible square rooms. On the whole, therefore, he may 
be said to have made the best of a bad site, though the 
final curved bay window with which he has filled up the 
last corner of the ground does not seem necessary either 
externally or internally. As regards the general expres- 
sion of the facade, one notices how very much pleasanter 
the white wooden window bars of the upper Georgian 
sash windows look with the brickwork than the dark 
metal bars of the banking rooms on the ground floor. If 
the bank directors were not willing to have the same type 
of windows both to the banking rooms and the domestic 
ones, as in the District Bank branches illustrated last 
month, the two tiers of windows could have been brought 
nearer together by the use of the same white paint. A 
good feature of the front is the broad white band above 
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the ground-floor windows tying the whole structure 
together and making a base for the admirable letters 
Barclays Bank appear now to insist on, and very rightly, 
in all their branches. 

The Benfleet branch is of the same general type, that 
is to say, a brick Georgian structure divided by a white 
band for the lettering and a hipped tile roof. Here, 
however, to the great advantage of the general appearance 
<nd unity of the structure, the same Georgian windows 


Architect] [G, A, Allan 
BRANCH AT BENFLEET, ESSEX, BARCLAYS BANK, LIMITED 


with white sash bars have been used throughout. The 
main entrance in this branch is on a canted face. No 
bank at the corner of two streets (unless it be like the 
District ones of last month) seems able to resist a corner 
entrance any more than a public-house can, yet such an 
entrance, together with the slice off the corner of the 
building it generally implies, deteriorates very much 
from the simple rectangular block a Georgian type of 
building implies. The internal planning, too, generally 
suffers equally with the exterior. With this exception, 
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however, and that of the single dormer in the roof which 
is too tall and out of scale with the rest of the structure, 
this is a very satisfying little building. 

The third bank of the month is the new Sevenoaks 
branch of Lloyds Bank by Mr. Millwood Wilson of 
Staple Inn. Obviously a great deal of trouble has been 
taken with this, and a great effort made to make the 
bank live up to the better portions of the charming old 
town, which has Knole on‘its outskirts. The difficulty 


Architect] [T. Mil'wocd Wilscn 
BRANCH AT SEVENOAKS, KENT, LLOYDS BANK, LIMITED 


here has been that the bank is a lock-up branch with no 
domestic premises over the banking hall for the manager. 
This means that the single story has had to be increased 
in height to make the bank sufficiently impressive. The 
architect has had to provide big windows suited to the 
big, lofty apartment within, and yet to try and keep 
their scale down to the general domestic scale of the 
surroundings. I imagine this is why he has chosen tall 
Tudor mullioned windows which are easily divisible into 
small sections. With these he has used a delicate 
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renaissance door such as you might find at Knole. It is 
a brave experiment, but I do not feel that externally it 
is quite successful. The great windows seem to over- 
power the door. Internally it is much happier, where 
by showing his timber facing (the effect of which he must 
know well from Staple Inn) he has been able to maintain 
a much more uniform scale. 

Our last example of the month’s work is a new Lloyds 
Bank yet to be built at Welwyn. It can only therefore 





[T. Millwood Wilson 


Architect] 


VIEW OF INTERIOR, SEVENOAKS BRANCH, LLOYDS BANK, 
LIMITED 


be shown in drawings. It has been selected, however, 
and illustrated at this stage because it will be one of the 
fine series of Lloyds branches which have been designed 
by the returned Rome Scholars in Architecture. It will 
be remembered how this great bank nobly stepped into 
the breech when the Government failed to give the 
returned Rome Scholars, after their selection from the 
whole Empire and their special training, any special 
work to do. Lloyds have given each in turn a bank to 
start them in practice. This design for a new bank at 
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Welwyn Garden City is by Mr. Sisson, who was the Rome 
Scholar of 1924. His drawings speak for themselves. 
It is a charming little structure he has designed well in 
the spirit of our one architecturally successful Garden 
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Cily. We shall look forward to illustrating it again 
when it is built. We feel, however, this enterprise of 
Lloyds Bank, which must have served them very well, 
deserves every possible recognition. 
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